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You too may find it the K 
| to profitable new loans 


Typical Commodities Field Warehoused 


TRIED AND PROVEN BY THOUSANDS OF BET AY Nicohot. Cenned Goods, Cotton, 


Soy Beans and 


BANKS AND BUSINESSES PA) “HiateMcinsses: Becroieum products 


° products, Sugar, Sulphur, Staves, 
Thousands of businesses that have found former avenues of ‘ Stoves, Wool, Woolen Goods, Wines, 


credit closed to them for one reason or another have found ; a ee 
their banker more than willing to advance funds based on . _ 
warehouse receipts made possible by Field Warehousing by at 
Douglas-Guardian . . . To the loan officer, Field Warehousing We. Se 
expands both the opportunities for loans and also the size of 

desirable loans allowed, on a basis equally fair and favorable 
to the customer. 


WE ARE WORKING WITH HUNDREDS OF 
THE COUNTRY’S SOUNDEST BANKERS 


—and “know the ropes.” To the business in legitimate 
need of capital, Field Warehousing by Douglas-Guardian has Wy, 0 600 S 
often released desired funds within a day or two after AREHOUSE T THE D 
Douglas-Guardian entered the picture. You'll be agreeably 
surprised at the dispatch with which a credit situation can be 
lined up and closed using this modern technique—with excep- 
tional protection to the bank, and with all the details taken 
over competently and completely by Douglas-Guardian. 
—That's why financing through the medium of Douglas- 
Guardian Warehouse receipts is growing in favor and usage 
with the country's soundest bankers . .. in all parts of the nation. 
Through our 13 service offices, we render a nation-wide 
service offering every facility for the legal and accurate 
transaction of any type of Field Ware- 
housing under competent and experi- 
enced management. 


GLAD TO MAIL YOU A 
COPY OF THIS FREE BOOK 


The popularity of “Financing the Modern Way” has 
necessitated a second edition. It's a concise but com- 
prehensive presentation of Warehousing that brings the 
warehouse to the merchandise . . . points out the differ- 
ence between legitimate Field Warehousing and sub- 
sidiary warehousing. A mighty interesting and valuable 
book for your desk. Gladly mailed without cost or 
obligation. Also we'll send tables of statistics showing 
how the laws of most states permit higher loan values 
on Field Warehoused merchandise. Address 100 W. 
Monroe St., Chicago, or nearest office. 
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SED ON THE PREMISES 
DOUGLAS-GUARDIAN WAREHOUSE CORPORATION 


Nation-Wide Warehousing Service 


NEW ORLEANS, LA. CHICAGO, ILL. NEW YORK, N. Y. DALLAS, TEXAS ROCHESTER, N. Y. EASTON, MD. 
118 N. Front St. 100: W. Monroe St. 100 Broad Street 401 Tower Petro. Bids. 1223 Commerce Bldg. 428 South St. 


SPRINGFIELD, MO. MADISON, WIS. TAMPA, FLA. CLEVELAND, OHIO LOS ANGELES, CAL. MEMPHIS, TENN. SAN FRANCISCO, CAL. 
215 Holland Bids. 155 E. Wilson St. 416 Tempa St. Leeder Bidg. Garfield Bidg. 106 Porter Bids. 485 California St. 
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“,. but listen, Mr. La Monte, they're 


practically out of checks” 


Some months ago, a Bank located 200-odd 
miles from the La Monte plant found to 
their dismay that they had only enough 
checks on hand fo last another 48 hours. 
% This shortage, due to an inventory 
error, naturally caused great confusion, 
especially as the Officers of this Bank had 
long used a La Monte Safety Paper con- 
taining the Bank's individual design and 
were reluctant to offer their customers a 
less distinctive paper, even in an emer- 
gency. % Accordingly, they at once got 
in touch with their Lithographers who 


came to the Bank and immediately tele- 
phoned the La Monte plant, explaining 
the Bank's predicament. +x Result — with- 
in an hour's time George La Monte & Son 
had started a special run of this particu- 
lar paper. A supply reached the Lithog- 
rapher by Express the next morning. And 
the Bank had their checks the follow- 
ing day. vw You, too, will find the Lithog- 
rapher or Printer who handles La Monte 
Safety Papers competent in emergencies 
and fully co-operative at all times. He’s a 
good man to know. 


La Monte Safety Papers are today specified by outstanding business institutions from coast to coast 
including more than 75% of the nation’s largest banks. 


GEORGE LA MONTE & SON 
Nutley . . . . New Jersey 
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é Your Transit 
Problems 


Order Your Copies 
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Copies of the 1938 edition Key 
to the Numerical System of the 
American Bankers Association 
available May 15th. 


Compiled and published under 
authority of the American Bankers 
Association, as their OFFICIAL 
NUMBERING AGENTS. 


The Key Book is a record of transit numbers assigned to every bank 


’ in the U. S., arranged in alphabetical and numerical order. 


Using the Transit number of a bank eliminates the need of writing 
out the full name of a bank, etc., speeds up work and minimizes the 
possibility of error. 


Detailed instructions for its efficient use appear in the front part of 
each Key Book. 


$2.50 a copy, includes SUPPLEMENT when issued. 


RAND M¢NALLY & COMPANY 





« 0 Ww 536 SOUTH CLARK STREET - CHICAGO, ILL. 
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“A Slack Rein Never Kept a Horse From 
Running Away’ rom Article in “Bankers Monthly” April 1938 Issue) 


AND GOES ON TO SAY 


“Keep in strict effect a rule which prevents tellers from having access to the depos- 
itor’s ledgers and the bookkeepers from having access to the teller’s cage and cash. 
In other words, let every man answer to and for himself.” 


AND ADDED THIS 


“Over a period of time the bank had been discovering a series of disappearances and 
losses. The first of these was $500, the second, $1,000, the third, $5,000, and the 
fourth, $2,800. Each of these was paid by the bank and, although several investiga- 
tions and checks were made, they could not be traced to their source. It was diff- 
cult to tell which employees were responsible, as the tellers had access to the 
bookkeepers’ ledgers and the bookkeepers could walk into the tellers’ cages and 
avail themselves of their records whenever they chose.” 


You May Move The Bookkeepers Into Another Room— 
Up Or Down To Another Floor—If You Use Telautographs! 
Because 





Telautographs will give the tellers 
even faster and more dependable infor- 
mation than if they were actually per- 
mitted to inspect the books in person. 
And they need not leave their cages at 
any time, to look at accounts. Of course, 
this arrangement will give the tellers 
more time to cultivate and serve your 
depositors at their windows. While 
Telautograph written messages cannot 
assure you that the individuals concerned 
therein have not erred, responsibility can 


be definitely fixed thereby. 


Telautographs, of course, fix 
responsibility on the teller or the book- 
keeper, in case of overdraft, error, etc., 
by their individual handwriting, hence 
the human element involved rapidly 
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becomes very careful, especially when | 


customers’ balances are investigated, and 
errors finally disappear. Also, with this 
secret and almost silent means of com- 
munication, the depositors are not em- 


barrassed by the teller’s former covert | 
or even open visit with the bookkeepers | 


before cashing checks. 


Almost 900 Banks Use Telautographs—Some Have 50—Some But Two!! 


Two Telautographs Cost But 56 Cents Per Day} 


Not Much To Pay For Assurance Against Errors! 


Between Main Office and Branches 50% Higher—45 Branches at your Service 
SEND FOR OUR FREE BOOK—“G. B. 36”—OUR MAN OR BOTH. NO OBLIGATION 


TELAUTOGRAPH 


16 WEST 6ist STREET, NEW YORK CITY 
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We Get 14 Benefits From 


4 Our City Contacts 


a- 
e | SHOULD not like to operate a country bank with- 
d out a city correspondent. Banking operations 


extend so far away from the local community that 
no banker can sit in his own home town all his life 
and do a successful job. I find it highly beneficial to 
visit the city frequently and gossip with officers of 
our correspondent banks there. 

| j As a matter of fact, I almost feel that I can right- 
8. fully claim that the officers of the city banks are, in 

effect, a part of my official staff. They are just as will- 
ing to discuss any matter with me as are my own 
officers. Their more specialized and, in many cases, 
broader experience in certain phases of our business 
makes these discussions highly valuable in our work. 

To tell you the truth, I make use of our city corre- 
spondents so much that I scarcely ever think of the 
things they do for me as services. They have become 
a matter of routine. The officers in the city are my 
friends. They are engaged in the same line of work, 
and we benefit each other by conversing about the 

en | various phases of the business. 

d There are at least 14 ways in which our bank bene- 
a | fits from what the city correspondent can do for us: 
Lis | Number 1 is in connection with credit information. 

: 


ix 


k- 


Many times we discuss, either by mail or in person, 
the credit standing of certain individual borrowers— 
or, more likely, credit trends of the industry of which 


ort the borrower is a part. It is surprising what impor- 
tant information we get on credits in this way, but 

eTS | the reason is that the city bank has often more occa- 
sion to go into the credit scientifically than we may 
have had. 


In exactly the same way, we get information on 


OE 


eH investments. It isn’t that we go to the city to ask 
specifically about a certain investment, but in the 
course of a conversation with one of the officers who 
Ly specialize in investments for the city bank, some 
casual remark may give me a clue to follow up, be- By S. G. H. TURNER 
s! cause of the fact that we are interested in certain Chistian atthe Granites Wack Catia Sita na Diab 


securities involved. These are merely man-to-man of Elmira, Elmira, New York 
‘. conversations, and the city bank does not offer—nor 
ice do I ask—definite advice as to what we ought to do. 
ON We have our own policies of investments, but those 


Where does the city bank fit in the coun- 


policies need to be supplemented by information try bank’s picture? This Western New 
secured from as many sources as possible. The city York banker has found the answer and 


N bank is one of our best sources. oa his experiences should stimulate other 
While we, as bankers, are not engaged in politics, 


‘ES | we all know that political activities are very much bankers to make more use of their city 
‘ our concern. It is helpful, therefore, to discuss politics correspondents’ many helpful services. 
HL 











Services Available From City Correspondents 


1. Credits are discussed. 

2. Investments are checked. 

3. Information is obtained on 
political moves. 

4. Business trends are learned. 

5. Foreign business is facili- 
tated. 

6. Corporation procedure is 


with our city friends. 

Business trends have been so 
changing in recent years that we are 
forced to give more attention to 
them than ever before. We can 
form our own opinions with much 
more safety after we have discussed 
matters with other people. Our city 
friends are doing the same thing, 
and so, when they tell us what they 
have found and what their beliefs 
are and what facts they have gath- 
ered, we have a much sounder basis 
for forming our own opinions. 

It so happens that our bank has 
quite a little business with foreign 
corporations. We have a trusteeship, 
for example, that involves a gold 
mine in Korea, and a mahogany 
lumbering company in the Philip- 
pine Islands. The men in the foreign 
department of our New York corre- 
spondent have much more informa- 
tion come to their desk from foreign 
countries than we do in our smaller 
bank. Consequently, it is quite fre- 
quent that something turns up in a 
conversation with the foreign de- 
partment manager, which is of 
genuine importance to us. 

It is the job of this man to learn 
how to handle matters in foreign 
countries in view of the constantly 
changing conditions there. We can 
get this information more easily 
from him than from our own orig- 
inal sources. 

Corporations in our community 
are occasionally confronted with the 
necessity of complying with certain 
new laws or with new competition. 
We have only a few corporations. 
The city bank serves several hun- 
dred. Consequently, the city men 
have far more experiences in cor- 
poration procedure than we have. 
Either specific questions or casual 
conversation with our correspondent 
officers provides us with invaluable 
information on corporation pro- 
cedure. 

You can readily see from what I 
have said so far that not all of this 
information is secured from any one 
man in the city bank. If I wish to 
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explained. 

7. Improved banking methods 
are discovered. 

8. New loan ideas are ob- 
tained. 

9. Sources of commercial 
paper are uncovered. 

10. Contacts with city business 





The experience and judgment of the city 
bank officer grows out of, not one or two, 
but dozens or even hundreds of contacts 
and problems in his specific field. His 
service-relationship to us is very similar 
to that of the city specialist to the country 
doctor, in the medical profession—except 
that we don’t have to pay, or pass on to 
our clients, any fee for this specialist's 
consultations! 


learn about improved banking meth- 
ods, as I frequently do, I must talk 
to an operating officer. If I want 
new loan ideas, I must talk to one 
of the city men who specialize in 
loans. In many cases, I talk with 
more than one loan officer, because 
very often a certain officer special- 
izes in a certain industry. 

Another officer may give me the 
necessary information on commer- 
cial paper. I may have the city bank 
secure commercial paper for my 
portfolio. Because of the necessity 
of talking with several different men 
in the city bank, I find it not only 
necessary but interesting and profit- 
able to visit the city at very fre- 
quent intervals. 

I know that there are some coun- 
try bankers who claim that they do 
not have the time to go to the city. 
There is no way of getting a lot of 


men are provided. 
1l. Safe keeping service is 
supplied. 
12. City collections are made, 
13. Transit work is handled. 


14. Outlets for local manufac- 
turers are secured. 


this valuable help which I have 
mentioned, except by going to the 
city yourself. Consequently, if the 
information is of value to the bank, 
certainly the bank officer cannot 
afford not to make frequent calls. 


If we allow ourselves to be over- 
run with details, so that we never 
get away from our desks, we are go- 
ing to keep ourselves routine men 
instead of policy executives, no mat- 
ter what our title may be. We can’t 
do as much good for our banks as 
routine men, as we can as policy 
executives, and so I heartily favor 
frequent visits to the city bank by 
executive officers of country institu- 
tions. 


We have had many cases in which 
some of our local business men have 
desired to establish contacts with 
head offices in the city, of concerns 
with branches in our community, or 
with concerns in lines similar to 
those in our community. These con- 
tacts are always easily established 
through our city correspondents, and 
when established in that way are 
always much more valuable than if 
we go into the office cold. 


There are, of course, the additional 
routine services, such as the safe 
keeping of bonds, city collections, 
and the handling of transit items. 
But there is one more service which 
is not so routine, and which is highly 
important. 

Very often, someone in our com- 
munity desires to find a city outlet 
for certain products or services. It 
is to our interest, as his banker, to 
make sure that he has the necessary 
outlets for what he has to sell, and 
so we again call upon someone in 
the city bank to help our customer 
find the proper outlet. The prompt 
and valuable service we secure in 
this way is sometimes almost aston- 
ishing. It is always pleasing and 
profitable. : 

I say again that I should not like 
to have the job of operating a coun- 
try bank without the contacts we 
have established in the city. 
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Borrowers’ Profits Under 1938 Conditions 


If you have among your customers a manufacturer who finds it increasingly 
difficult to show a profit, re-examine his business in the light of these practi- 
cal suggestions. He may be overlooking economies in, production, distribu- 
tion, or design which would assure profits even under today’s trying conditions. 


OST business men—customers 
M of banks—are asking them- 
selves the question, “Where 
do we go from here?” So many fresh 
complications, so many unexpected 
problems, have suddenly loomed up 
before us that forward thinking and 
planning have seemed well nigh an 
impossibility for most business exec- 
utives. 

And yet, logical forward thinking 
and planning must be undertaken if 
a business is to progress. Certainly 
the most careful kind of planning 
must be done if a business expects 
to finish the year with a net profit. 

This situation is particularly diffi- 
cult for a business too large to be 
run under the detailed personal 
direction of one man, and yet too 
small to have in its own employ 
management experts who may be 
expected to point the way and give 
management the benefit of special- 
ized judgment. 

In our experience as industrial 
engineers we have had occasion for 
many years to serve industries of 
this general classification. In the be- 
lief that our ideas may be of interest, 
I have ventured to summarize sug- 
gestions which, it seems to me, are 
applicable to industry in general. 

If, in the paragraphs which fol- 
low, I seem to emphasize unduly 
some things which you no doubt 
presume any person who com- 
pleted the sixth grade should 
know, it is because I sometimes 
think one of the most common fail- 
ings of business men is to permit 
side issues and unexpected complica- 
tions to obscure fundamental ob- 
jectives. 

For instance—the basic objective 
of a business is to earn a profit. It 
sounds silly to repeat that simple 
fact. But there it is. Everybody 
knows it—but so many business men 
seem to lose sight of it. They become 
so involved in promotion plans, or 
product design, or advertising cam- 
paigns, or labor costs, or tax bur- 
dens, or something else, that they 
lose sight of that one particular 
major objective which still holds 
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By GEORGE T. TRUNDLE, JR. 


President, The Trundle Engineering Co., 
Cleveland, Ohio 


good—making a profit. 

The fact is that altogether too 
many businessmen regard profit as a 
sheer gamble. They tackle the year 
ahead the way a gold prospector 
tackles a new range in the moun- 
tains. 

To my mind, that is no way to 
run a business. A business should 
be run on the expectation that rain 
or shine, come what may, a profit 
can and will be made. Now, to make 
certain of that objective—that is, as 
humanly certain as is possible in 
this changing world—a course of 
action must be charted in advance 
which will allow for contingencies, 
which will anticipate to a reasonable 
extent some measure of markets 
and volume of production, and which 
will point within reason to the de- 
sired result. Consequently, forward 
thinking and planning are absolutely 
necessary if the desired goal of net 
profits is ever to be achieved. 

Today what are the premises upon 
which such a course of action may 
be charted? 

Altogether too many businessmen 
are inclined to be opportunists. Ex- 
cuses are too easy. It is so simple to 
say, “In the middle of so much un- 
certainty, how can we plan at all?” 

I do not agree with this point of 
view. It seems to me that in the 
middle of uncertainty, the most im- 
portant thing of all is to try to de- 
termine what factors may be reason- 
ably certain. In the midst of a storm 
any landmark is a mighty help—and 
I am convinced that even today 
there are certain landmarks which 
are relatively definite. 

The first of these is wages. In my 
opinion, wages are destined to re- 
main relatively high. I do not say 
that wages will not go down, but it 
is my own belief that they will not 
go down very much in proportion 
to prices. In the first place, the 
whole psychology of the American 


public these days is in favor of the 
maintenance of relatively high 
wages. In the second place, it is my 
belief that the principle of collective 
bargaining is here to stay. We may - 
as well deal with our employees on 
that basis, recognizing that the peo- 
ple who represent employees on a 
collective bargaining basis are going 
to continue to insist insofar as pos- 
sible on the maintenance of high 
hourly wage rates. In the third 
place, the purchasing power of the 
public to whom we expect to sell the 
products which we make must be 
maintained. 

So much for wages. 
about prices? 

In my opinion, prices are going to 
come down. Prices of many com- 
modities and products already have 
come down. I think prices of other 
products and commodities are like- 
wise destined to come down. 

Unemployment has lessened pur- 
chasing power and this inevitably’ 
has the effect of forcing price de- 
clines. Public psychology, during a 
business recession such as we are 
now in, insists upon price declines. 
The necessity of broadening mar- 
kets for our products in times of 
curtailed purchasing power calls for 
price declines. 

This leads to the inevitable con- 
clusion that business is going to be 
caught between high wages on the 
one hand and low prices on the 
other. This means, inevitably, that 
the unit margin of profit may be 
lowered. This conclusion is not sur- 
prising in view of the low return 
which today is received upon in- 
vested money. The simple fact is 
that capital, whether invested in 
securities or in the productive equip- 
ment which securities represent, 
may expect relatively smaller re- 
turns during 1938. In short, profit 
margins will be narrow. 

All of which brings us to the 
major question—How is our com- 
pany going to earn such profit, even 
on the basis of smaller margins? 

When faced with this problem, the 
first reaction of the ordinary busi- 
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Now. what 





ness man is to say, “How can I cut 
my costs?” And when he says 
“costs,” he almost invariably thinks 
of labor first. 

This, to my mind, is the great 
danger point in the thinking of 
American business today. It is a 
danger point for two reasons: First, 
if business tries to effect its neces- 
sary cost reductions chiefly on labor, 
it will fly in the face of public 
psychology, meet organized resist- 
ance now made more effective 
through collective bargaining, and 
tend to destroy public purchasing 
power. Second, and more impor- 
tant—if business tries to cut costs 
through cutting labor, it will betray 
its own lamentable ignorance of the 
extent to which direct labor costs 
actually enter into the prices of the 
products which it offers to the 
public. 

To me, one of the greatest mys- 
teries about American business is 
the obsession which so many busi- 
ness men have on the subject of 
labor costs. 

On a purely statistical basis, it is 
an established fact that in most 
manufacturing industries the cost of 
direct labor required in the produc- 
tion of a product accounts for only 
about 20% of the sale price of that 
product. It is true that in some prod- 
ucts this runs as high as perhaps 26 
to 27%—but in other products it 
runs as low at 7 to 8%. 

It is all so easy, in thinking about 
wages, to be misled by the fact that 
the sum total of all labor costs in a 
product—paying for all human effort 
from the raw material source 
through distribution and interme- 
diate processing—may be anywhere 
from 40 to 90% of the ultimate 
product cost. But this includes sal- 
aries, clerical expense, and labor 
engaged in many distribution func- 
tions, and in a whole series of trans- 
actions wherein one industry’s fin- 
ished product becomes the raw 
material of another. The fact is that 
within any one average industry, 
the direct or applied labor costs will 
approximate 20%. 

This means that when a manufac- 
turer gives his direct labor a raise of 
10%, and wishes to pass this in- 
crease on to the consumer, he can 
do so by raising his price by 10% of 
the 20% which represents his direct 
labor cost—namely, only 2% of the 
consumer price of the finished prod- 
uct. Now, conversely, if he seeks to 
reduce the consumer price of his 
product, cutting the wages of his 
direct labor by 10%, and passing 
this reduction on to the consumer, 
would result in cutting his consumer 
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Wage reductions do not supply 
the answer to wobbling profits. 


price only by approximately 2%. 

Why pick out labor on which to 
inflict this particular cut? Why not 
tackle some of the many other ele- 
ments which enter into the final cost 
of the product to the consumer? 


These other elements represent,. 


in most manufacturing industries, 
practically 80% of the consumer 
price. It seems to me that, especially 
at this particular time, the efforts of 
businesses should be directed pri- 





Twelve Conditions 
Confronting Borrowing 
Manufacturers 


1. Wages are destined to re- 
main relatively high. 

2. Prices are destined to de- 
cline. 

3. The unit margin of profit 
may be lowered. 

4. To maintain profits, pro- 
duction costs must be reduced. 

5. Labor costs represent 20% 
of total costs—and the chance 
for cutting here is very slight. 

6. The opportunity for econ- 
omy is in the other 80%. 

7. Some adjustments may be 
made in office efficiency. 

8. A re-designed product may 
meet a more popular demand. 

9. Distribution costs may offer 
the most fruitful field for in- 
creased efficiency and decreased 
cost. 

10. Improved equipment may 
reduce costs. 

11. Improved production man- 
agement may speed up produc- 
tion. 

12. Budgetary control may re- 
duce other parts of the cost. 





marily toward cutting costs in this 
other 80%. 

What makes up this 80%? It in- 
cludes all the other costs of doing 
business — materials, management 
expense, engineering, distribution, 
financing, cost of carrying plant in- 
vestment, taxes, sales expense, and 
all the rest. 

With those factors of expense 
making up the bulk of the selling 
price, it is possible to concentrate 
attention on certain fronts where 
substantial cost reduction opportu- 
nities might be uncovered. The 
classifications will vary among 
various industries, but the following 
possibilities suggest themselves in 
almost every instance: 

The largest single item in this 
80% remainder is material, repre- 
senting from 30 to 50%. This ele- 
ment of cost requires a consideration 
of: 

1. Product design—lIt is designed 
to use inexpensive materials eco- 
nomically? Is it readily adaptable 
to the processing equipment avail- 
able? 

2. Product use—Is it suited to the 
public taste? Does it really meet the 
requirements and the desires of to- 
day’s buyers? Is the product com- 
petitive? This means market research 
—and market research may in the 
long run point the way toward prac- 
tical economies that may far exceed 
any reduction that might be made 
in direct labor rates. 

With direct labor and direct mate- 
rial accounting for 50 to 70% of the 
sales dollar, the remaining 30 to 
50% breaks down into the follow- 
ing elements for cost reduction: 

1. Office obsolescence—Is_ there 
overlapping of duties in the office? 
Is there duplication of effort? Are 
there functions in the office which 
may originally have had some useful 
purpose but which today remain 
simply because they had existed in 
former times? I am not talking now 
about the possibility of replacing 
high-priced office men with low- 
priced office men. I doubt very 
much the efficacy of that procedure. 
I am talking simply about the kind 
of inefficiency in office production 
which would not for a moment be 
tolerated in shop production. An in- 
vestigation into this subject is often 
profitable. 

2. Pricing policy—Is the product 
priced to meet the purchasing power 
of the people for whom it is de- 
signed? A product may be worth 
every penny which is asked for it, 
but it still may be too high-priced 
to gain the volume of buying which 
is necessary for its manufacture on 
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a basis of proper shop efficiency. 
Perhaps a cheaper product, equally 
usable for all practical purposes, 
might better fit the mass pocket- 
book. Here again, market research 
is invaluable. 

3. Distribution costs—How about 
an analysis of distribution costs by 
comparison with products of a sim- 
ilar nature sold by competitors? Or, 
for that matter, with products of a 
dissimilar nature, which might sug- 
gest new distribution ideas? How 
about advertising costs? How about 
sales commissions? How about pro- 
ductivity of salesmen? It is my own 
personal guess that in many a busi- 
ness, inefficient distribution methods 
waste more money than can ever 
possibly be saved by reductions in 
wages of direct labor. 

4. Inventories—How much of the 
working capital of the company is 
tied up in inventories of raw mate- 
rials and work in process? How 
much is tied up in unbalanced pro- 
duction of various parts going into 
the finished product, which remain 
stored in the stock room? Is there 
a proper working balance between 
raw materials and work in process 
as calculated against probable sales? 
In some companies in our past ex- 
perience we have found that the 
carrying charges against capital tied 
up in inventory and work in process 
represented an amount larger than 
a 10% differential in wages for 
direct labor. 

5. Production control—When pro- 
duction is correlated with sales, on 
the basis of a market survey, there 
is then possible a logical plan which 
is termed “production control.” In 
effect, this means simply timing pro- 
duction to meet consumption, with 
consumption figured upon reason- 
able basis of expectation. Under 
this sort of a control, inventories, 
routing of work, selling, advertising, 
and the entire range of operations of 
the company can be arranged on a 
predetermined plan instead of being 
allowed to slip along on a haphazard 
basis from day to day, depending 
upon the fragmentary reports which 
come in from the sales frontier. 
Delivery dates are set and met, 
which means satisfactory customers. 

6. Routing—How about the rout- 
ing of the work through the shop? 
Men kept waiting in one part of a 
plant for work not yet forthcoming 
from another part—men kept wait- 
ing for materials which have not 
arrived—these things cost money 
and the additional cost cannot be 
attributed to labor. It must be 
charged up against management. 
Planning and routing are the very 
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The salvation of any business lies not in crack-brained nostrums—nor in 
plaintive wails for succor—nor in resigned drifting with the times. A prac- 
tical application of business management principles is indicated—and pos- 
sible—regardless of the size or type of business concern. 


essence of good management. 

7. Equipment—One of the most 
frequent mistakes of management 
is to charge up against labor high 
costs which should be charged up 
against obsolescence of equipment. 
Remember that the best of workmen 
are no more efficient than the tools 
with which they work. Production 
costs on varying types of equipment 
in these days can be readily ob- 
tained, and tempered with due al- 
lowance for the human equation. 
While it may not be fair to expect 
every workman to get the maximum 
of production out of every machine, 
neither is it fair to charge up against 
labor additional costs which arise 
because of poor equipment. 

8. Budgetary control—Obviously 
every one of the items suggested is 
reflected, of necessity, in figures hav- 


ing a bearing upon profit or loss. At 
the very outset of this article I stated 
that the primary objective of any 
business is to make a profit. The 
logical step, therefore, is to co-ordi- 
nate all the operations of a company 
on the basis of budgetary control, 
which at the very outset, makes an 
allowance for profit and attempts to 
set proper limits from the beginning 
on the various items of cost. 

Such a budgetary control starts 
with a market survey and sales esti- 
mate, setting up in advance a pro- 
jected sales and production volume 
at a suggested schedule and price, 
and allocates the various cost ele- 
ments on the basis of such antici- 
pated volume and price. At the same 
time, it makes due allowance for 
the variations, that the year may 


(Continued on page 304) 


265 





HE history and development of 

the safe deposit business in this 

country, has been traced by sev- 
eral writers to the incorporation of 
the Safe Deposit Company of New 
York in 1865. Similar businesses 
were started in Philadelphia in 1866 
and in Boston in 1888. The business 
grew rapidly, and now occupies a 
position of great commercial im- 
portance. : 

From a commercial standpoint the 
growth of the business to its present 
magnitude is due to the increase in 
personal property and written marks 
of wealth. The wealth represented 
by paper has multiplied so rapidly 
and has become so widely distributed 
that the demand for safe-keeping 
facilities has expanded beyond the 
cities, and the business is now pur- 
sued in relatively small commu- 
nities. In 1917, further impetus was 
given to this business because the 
public acquired large blocks of 
Liberty Bonds representing millions 
of dollars. 

As the safe deposit box business 
grew, difficulties arose and prob- 
lems peculiar to the safe deposit 
business had to be met. These prob- 
lems grew out of the legal rela- 
tionship which was thought to exist 
between the box renter and the safe 
deposit company. Prior to 1865 
there was no relationship known to 
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What 


This is the first of a series of 
this magazine on the subject 


the law, which described exactly 
that which came into being between 
a safe deposit company and the box 
renter. The courts tried to throw 
this newly created relationship into 
classifications already known to the 
law. Since there were several such 
legal classifications to choose from, 
confusion was certain to arise, and 
there is still a conflict of opinion re- 
garding the relationship which is 
created when a safe deposit box is 
rented. 

A review of the court decisions 
discloses that the renting of a box 
may be described either as a bail- 
ment, a landlord and tenant rela- 
tionship, or a warehouseman rela- 
tionship. A number of states now 
have statutory provisions setting 
forth one or the other as the law. 
Several states are without any 
settled law on this point, but should 
a case come before the court, one of 
the above classifications would very 
likely be adopted. The decisions 
now preponderate toward the view 
that the relationship is that of bail- 
ment, and this law now obtains in 
a majority of the states. 

The bailment idea has been chal- 
lenged, as not being a true classifica- 
tion. When securities are deposited 
in a safe deposit box, the court de- 
scribes the bank as a bailee for hire, 
but some writers declare that this is 





The Law Requires 


In 


Safe Deposit 


Management 


By F. W. SELSOR 


Claims Attorney of the 
Fidelity and Casualty Co. of New York 


articles which will appear in 


of safe deposit management. 


true only to a limited extent. 
There are several fundamental 
differences between this situation 
and the law of bailments as it is 
commonly understood. According to 
the law of bailment, the bailee had 
a property right in the thing bailed, 
and the bailee had the legal power 
to assert this right against the world 
and even against the bailor himself. 
If the bailor should sell the article 
which was bailed, the purchaser 
would have to buy it subject to 
whatever rights the bailee might 
have in the bailed property. 
Moreover, in a true bailment, the 
bailee has possession of the thing 
bailed; in a deposit of securities in a 
safe deposit box, this is not true. 
The bank may not even know what 
is in the box. The bank merely 
rents a safe place and guarantees 
against encroachment by outsiders. 
The bank does not have possession 
or control of the property, except in 
the sense that it has the property on 
the premises for protection only. 
Although there are these funda- 
mental differences, nevertheless the 
weight of authority is to the effect 
that the relationship between the 
bank and the box renter is one of 
bailment. This view of the courts, 
may be illustrated by the case of 
Armstrong v. Sisti, reported in 242 
N. Y. 440 which contains this state- 
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A Five-Point Summary 
Of The Laws of 
Safe Deposit 


1. The courts of some states 
consider the relationship between 
the safe deposit company and the 
box-renter to be that of bailee 
and bailor. 

2. Others consider it to be 
that of landlord and tenant. 

3. Others consider it to be the 
same as that of warehouseman 
and owner of stored goods. 


4. However, all courts require 
the depository to use reasonable 
and ordinary care in the protec- 
tion of the property. 

5. Therefore, a bank or safe 
deposit company may protect it- 
self best by establishing policies 
of management which will be 
accepted by the courts as evi- 
dence that reasonable and 
ordinary care has been used in 
protecting the property. 





ment: “Bailment does not neces- 
sarily and always, though generally, 
depend upon a contractual relation- 
ship. It is the element of lawful 
possession, however created, and 
duty to account for the thing as the 
property of another, that creates the 
bailment, regardless of whether such 
possession is based on contract in 
the ordinary sense.” 

There is some authority for the 
landlord and tenant theory, It is 
argued that the relation between the 
box renter and the safe deposit com- 
pany bears a closer analogy to that 
which arises from the relation which 
exists between the tenants of an of- 
fice building and the landlord. This 
theory has been advanced in several 
cases, especially in the case of Mor- 
gan v. Citizens Bank, 190 N. C. 209. 
The court, however, declared the 
relation to be that of bailment for 
hire and added that the landlord and 
tenant theory was interesting but 
not persuasive. Whether the rela- 
tionship between a safe deposit com- 
pany and a box renter is a true bail- 
ment or not, the liability of the 
deposit company is determined by 
the law of bailment. This fact has 
given rise to a further problem, 
which, no doubt, resulted in becom- 
ing a real difficulty. 

Under the bailment theory, it was 
frequently declared by court deci- 
sions, that a prima facie case was 
made against the deposit company 
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when the lessee, (client or bailor) 
proved the existence of the contract 
of safe deposit, the deposit of goods 
under the contract, and the failure 
to return the goods upon demand. 
If the deposit company failed to 
explain or excuse the non-delivery 
it was liable in damages just as a 
bailee for hire. When such a prima 
facie case was made, the burden of” 
proof in some cases has been laid 
upon the bank. This:is illustrated by 
the case of Cussin v. Southern Cali- 
fornia Savings Bank, 133 Cal. 534 
which held that, “Where plaintiff 
proved that money was abstracted 
from a safe which he had rented, in 
defendant’s deposit vault, the bur- 
den was upon the defendant to show 
that it had exercised proper care.” 


This burden laid upon banks 
under the bailment theory, has been 
removed or modified to a consider- 
able extent in several states by 
statutes, and this feature will be 
discussed hereafter. 


In addition to the bailment theory, 
and the landlord and tenant doc- 
trine, there is the idea that the 
depository, when renting boxes, 
becomes a warehouseman. Some 
state laws define a safe depository 
as a warehouseman and, as such, 
within the provisions of the various 
statutes of the Warehouseman Act. 
A warehouseman has’ been defined 
by statute to be “a person lawfully 
engaged in the business of storing 
goods for profit.” 

Warehousemen are also required 
by law, and also under the bailment 
theory, to exercise ordinary and 
reasonable care in protecting the 
property. Failure to exercise such 
care will create liability, especially 
if the loss could have been avoided 
by the exercise of such care. 

In one of the states where the busi- 
ness is classed under the warehouse- 
man statute (and where there has 
been no change in the statute since 
1910) a provision states that a ware- 
houseman cannot insert, in a receipt, 
terms or conditions which in any 
wise would impair the obligation to 
exercise that degree of care as a 
reasonably careful and prudent man 
would exercise in regard to similar 
goods of his own. In a case under 
the bailment theory, the plaintiff 
established a prima facie case by 
showing the deposit of the property 
and his demand and the failure or 
refusal of the bailee to return. This 
created an inference of negligence, 
and this presumption could be re- 
butted only by affirmative proof of 
reasonable care upon the part of the 
bailee. 


It is to be noted that one thing is 
common to all three of the theories 
applicable to safe deposit box busi- 
ness. In each, the depository is 
required to use reasonable and ordi- 
nary care in the protection of the 
property. This requirement is the 
common denominator in each case. 
Mention has already been made of 
the difficulty which would arise 
when a prima facie case is pre- 
sented, and which would create the 
presumption of negligence, making 
it necessary for the bank to over- 
come the presumption by affirma- 
tive proof. 

This is not generally the rule, 
although a review of the decisions 
discloses that in a number of cases 
the burden of proof fell upon the 
bank. Ordinarily, the plaintiff has 
the duty to go forward with the 
proof, and now in many states the 
depository is protected and relieved 
of this disadvantage by statutes. 
When negligence was the basis of 
the action, the question was always 
one of fact. 

The degree of care required is a 
matter of law, and whether or not 
the requisite degree of care was 
exercised in any particular case, is 
a question of fact. The courts have 
defined reasonable or ordinary care 
to be that degree of care which an 
ordinarily prudent and careful man 
would exercise under like circum- 
stances with reference to his own 
property. This standard of care 
might vary according to time and 
place and the existence of negli- 
gence is always a question of fact 
for the jury, to be determined from 
all the facts and circumstances 
attending each particular case. 

When the case also involved the 
question of the bank’s right to limit 
its liability by contract, it was gen- 
erally held that the bailee for hire 
could not, by contract, so limit its 
responsibility to the bailor as not to 
be liable for its own negligence or 
the negligence of its agents or ser- 
vants. This common law rule has now 
been modified in a number of states 
by statutes. 

Though not a public utility in the 
strict sense of the term, and not a 
natural or necessary monopoly, the . 
safe deposit business is clothed with 
a public interest, and therefore, 
placed under statutory regulation in 
many states. This statutory regula- 
tion is an exercise of the police 
power of the state. Because of the 
close affiliation of the business of 
safe deposit with the banking busi- 
ness, the statutes regulating the 
former conform closely to those 

(Continued on page 303) 
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Machine Sorting Saves Five Ways 


Here is an experience which illustrates a way to reduce the cost of handling 
the increased number of checks being cleared by most American banks. 


HREE months’ functioning of 
hour new mechanical proof sys- 
tem, by which listing and sort- 
ing is performed in a single oper- 
ation on new machines, yields five 
major benefits in our main institu- 
tion and also in branches, where the 
use of the new system parallels the 
activity of a small, individual bank. 
Details of these benefits are as 
follows: 

1. Shorter Hours—Long working 
hours, as compared to those of other 
divisions in the bank, which always 
were the cause of conflict, have been 
eliminated. 

2. Fewer Workers—Five proof 
machine operators now hurdle the 
peak hours period for batch proving 
and distribution, whereas formerly, 
12 people were required for this 
phase of the work. 

(During the first three months in 
which this system has been in use, 
we reduced our force sufficiently to 
pay the rental costs on the machines, 
and further reductions are in pros- 
pect for the near future. We did not 
lay off any employees. The ones re- 
leased from this work were used in 
other expanding departments of the 
bank.) 

3. Waste Tinie Eliminated—Waste 
of employees’ time is eliminated, due 





How The Proof 
Machine Operates 


1. The checks are sorted auto- 
matically according to the bank 
to which they are to be sent for 
collection. 


2. A separate listing is made 
for each deposit and for each 
transit letters; and a control tape 
provides the total for the day. 


- 3. Each deposit is proved sep- 
arately and the number of 
checks is shown. 


4. When any of the 24 recep- 
tacles is filled to capacity, the 
machine is automatically locked. 
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to the fact that operators of the 
machines now in use remain steadily 
at their work. An automatic counting 
device on each machine records the 
amount of work performed by each 
individual, giving us a volume-time 
record per operator. 

4. Supplies Saved—An additional 
saving in office supplies has been 
made. We have eliminated the use 
of batch total routing tickets and 
“recap” sheets. 

The machines have a capacity of 
about 200 checks in each of the 24 
sorting bins, enabling us to use an 
extremely small number of rubber 
bands, and practically eliminating 
the use of clips. We also use much 
less adding machine tape, because 
larger batches of checks are going 
to the various departments. 

5. Less Space—We are using one- 
third less floor space because sorting 
bins are no longer required. Listing 
and sorting, which formerly were 
done in three different spots, are 
now done in one operation and in 
one place. 

Fundamental reasons for our 
adoption of this mechanical proof 
system may be traced directly to 
the influence of our branch banking 
operations, which in the early part 
of 1936 found us in the midst of a 
heavy turnover of junior help. This 
was because of a greatly increased 
volume of business coming into our 
proof division. 

In addition to the rapid growth 
of business in the bookkeeping divi- 
sions, there was a rapid growth of 
the commercial teller division, due 
more or less to the abnormal pickup 
of business resulting from the 1936 
and early 1937 increase in business. 

Young men coming into the bank 
served but a short period as messen- 
gers, then were promoted into the 
interior or proof department, from 
whence they were rapidly absorbed 
by the busy commercial ledger divi- 
sion. 

Our main objective was to accom- 
plish a quick turnover of morning 
work in the interior division, where 
within the two-hour period of eight 
to ten, the check volume is almost 


equal that of the combined check 
and credit volume of the four-hour 
afternoon period. 

It therefore became apparent that 
a more accurate, faster system of 
handling incoming work than the 
batch system which we had in use at 
that time, would have to be inaug- 
urated, due to the fact that the sort- 
ing together of the contents of sev- 
eral deposits into the first major 
sort of six or seven divisions was a 
tedious process. 

Our greatest difficulty in using the 
batch system occurred when a batch 
was out of balance, as a result of 
which disturbing delays were en- 
countered in cross checking—which, 
in turn, stalled the work in the ex- 
tremity departments, such as the 
bookkeeping, city clearing, and 
transit. Because of our branch 
banking activities, the bulk of our 
transit sorts consist of our out-of- 
town branches and federal two-day 
items. 

A routine analysis made in our 
own interior department revealed no 
points at which our existing batch 
system could be improved to the 
extent of speeding up operations, in- 
asmuch as there was no method by 
which the laborious processes of 
listing and sorting could be made 





The Five Benefits From 


Automatic Proving 


1. Employees work fewer 
hours. 


2. Five people now sort and 
prove as many items as required 
12 people before. 


3. The work is fed to the ma- 
chines in an even stream which 
avoids waste time. 


4. Routing tickets and “recap” 
sheets have been eliminated, and 
much less adding machine tape 
and fewer rubber bands and 
clips are used. 

5. One-third less floor space is 
needed by the proof department. 
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By W. E. MITCHELL 


Assistant Cashier, National Bank of 
Commerce, Seatile, Wash. 


materially shorter. 

We were then convinced that to 
reach our objective we needed the 
modern proof machines, by means 
of which individual proofs for spe- 
cific credits would be reached auto- 
matically, thereby giving positive 
control over our sort figures. 

Transition from the use of the old 
batch system to our present proof 
machine system was made without 
changes in personnel or drastically 
altering our routine work. Due to 
the fact that a great deal of former 
detail work was eliminated, this 
change came about more in the way 
of relief from high pressure oper- 
ations, rather than from the neces- 
sity of adjustment to a new system. 

Because this automatic sorting and 
listing machine has 10 keys instead 
of 81, we prepared our operators for 
the use of the new machine by train- 
ing them on ten-key adding ma- 
chines for a few months prior to the 
installation of the new machines. 

Our complete installation of five 
machines was made in December, 
1937. Within two weeks, our oper- 
ators became efficient. As a result, 
when volume of business is heavy, 
each operator now handles as many 
as 1,500 items in an hour, as re- 
corded automatically. With utmost 
ease and rapidity, fewer operators 
now accomplish their work in a 
shorter day, whereas previously, a 
larger number were greatly harassed 
in the attempt to get it out in an 
eight-hour day. 

Our routine in the use of this sys- 
tem is as follows: 

Upon collection of deposits from 
the receiving tellers, we immediately 
sort all deposits with their check 
contents directly to their book divi- 
sions. This gives each proof machine 
operator a certain set of ledger divi- 
sions, which makes it possible to 
control and facilitate a more rapid 
movement of deposits to the ledgers. 
Checks are immediately sorted to 
their respective divisions, both in- 
dividual and accumulated totals 
proven, and when the last operator 
has finished at the end of the day, 
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Any one of the 24 tapes may be examined at any time. In the picture, W. E. 
Mitchell is checking the total for one of the bank's correspondents. 


the balancing of the bank is prac- 
tically completed. 

Previously, the heaviest part of 
the day’s work was in the last cut- 
off or run of work from the interior, 
by reason of extra volume of work 
being thrown into this clean-up 
period. The result was much con- 
fusion and out-of-balance effects, 
which now are entirely eliminated, 
due to the fact that thé machines are 
constantly in balance. 

Inasmuch as we automatically re- 
ceive an individual total on each 
deposit, errors in checks or custom- 
er’s listings are immediately spotted 
and corrected, thus doing away with 
the former tedious process of cross- 
checking batches on the re-run or 
proof of our original sorts. 

We do not use a carbon list in any 
form with our proof machines, due 
to the fact that our city clearings 
and bookkeeper items go direct to 
the various banks and ledgers, with 
the original list out of the machine. 
If, however, it is necessary to trace 
or recompose any of the lists, by the 
printing of the sort key on the mas- 
ter tape, we can reconstruct any and 
all divisions of sort direct from the 
master tape. 

An additional decided benefit is 
the ease with which we now locate 
deposits in which there has been a 
request to O. K. a check, or upon 
return of insufficient fund check. 

Not overlooking the factor of flex- 
ibility, we have arranged our present 
system so that one machine is re- 
served for handling extra large de- 
posits, such as big payroll accounts, 
or any other abnormal business. On 
Saturday mornings, or days after 


holidays, for instance, these large 
deposits are routed to the overflow 
machine, as a consequence of which 
there is an even flow of credits to 
the ledgers. 

For the purpose of training future 
operators for these machines, we 
have established a noon-time relief 
squad composed of messengers 
scheduled for promotion, each of 
whom is assigned to a proof machine 
for one hour, after having first been 
broken in on a ten-key adding ma- 
chine. As a result, we are gradually 
building up a staff of reserve oper- 
ators who can be called into service 
in case of emergency. 

An apt illustration of how the 
mechanical system produced even 
more obvious results for the small 
individual bank where each em- 
ployee has more diversified respon- 
sibilities may be seen in the case of 
one of our branches, where an aver- 
age of 5,000 items passes through 
the interior department daily. 

Under the former batch system, 
three clerks were occupied with the 
first incoming clearings in the morn- 
ing, and five individuals, which in- 
cluded three tellers, were required 
to run the clearings after 3:00 P.M. 

With the single proof machine in 
use at this branch bank, incoming 
clearings are handled by one person. 
Tellers are no longer required to 
turn a hand to this part of the work, 
and the proof machine operator is 
free before 10:00 A.M. and after 
3:45 P.M., to perform other duties 
around the bank, such as steno- 
graphic work, filing, analysis work, 
and the like. 


(Continued on page 310) 
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A Tabulating System To 
Reduce Time on Security Records 


The author has devised and operated money-saving systems for one of the 
nation’s largest banks, and here gives our readers the benefit of his experience. 









a 


' a7 While “tabulating sys- 
tems’’ or ‘‘punched 
RESEARCH card” accounting meth- 
ae ods have been in exist- 
ence for decades, it has 
been only in recent years 
that definite progress with such sys- 
tems has been made in the banking 
field. The delay was due largely to 
lack of proper equipment to meet the 
requirements of banking systems. 
With the introduction of machines 
designed to print alphabetic as well 
as numeric information, the prin- 
cipal objections were removed and 
progress has been very rapid. To- 
day, practically any type of report 
or statement can be _ prepared 
quickly, accurately, and economi- 
cally by tabulating equipment. 

Banks have always felt that they 
must create and uphold the atmos- 
phere of individual customer rela- 
tionship. This includes written 
material such as letters, statements, 
advices, and reports. In the past, 
several banks have objected to the 
use of form letters and printed ad- 
vices—particularly in trust depart- 
ments, where the effect of individual 
attention is so necessary. 

However, since the operations of 
industry as a whole have become 
mechanized more and more, the 
public in general has become accus- 
tomed to the results of mechanized 





By W. BACKSTROM 


Special Representative, Bank Systems Dept., 
Standard Register Co., Dayton, O. 


accounting methods. To be more 
specific, it was not so long ago that 
all invoices, statements, letters, and 
so on were hand-written. With the 
introduction of typewriters and 
bookkeeping machines, radical 
changes were made in the forms the 
customer received. 

It was necessary for the manufac- 
turers, in promoting the sales of 
these new devices, to develop sys- 
tems which would bring out the 
advantages of the equipment. Short 
cuts were developed, forms were 
standardized, and the idea of elim- 
inating superfluous descriptive 
material gradually brought about 
the acceptance by the customer of 
standard abbreviations. 

The introduction of tabulating 
methods has brought about a fur- 
ther refinement of business routine, 
with little effect on customer rela- 
tionship. As far as the customer is 
concerned, the material prepared 
on tabulating equipment is not so 
very different from material pre- 
pared on other equipment. The 
size of type has increased the width 
of the forms to some extent, and the 
design of the equipment has made 


it necessary, in some instances, to 
design the forms to fit the machines, 
but, generally speaking, if the appli- 
cation of tabulating methods is han- 
dled intelligently, these factors can 
be greatly minimized. 

Tabulating methods offer many 
advantages where volume, repeti- 
tive use of the original record, or 
varied uses of a basic record play 
an important part. Under ordinary 
methods, the original record or post- 
ing medium is journalized, posted to 
the ledger, and then filed away. If 
subsidiary controls or operations 
are required, further circulation of 
this medium is necessary, or mul- 
tiple copies must be prepared. 

Many of the additional steps are 
merely an accounting reclassification 
of the same information and are 
considered necessary evils since they 
permit a reference for other pur- 
poses. Each step represents an ex- 
penditure of manual effort—costly 
but necessary. Since the subsidiary 
records are not practical for general 
reference, it is usually necessary to 
make a typewritten transcription of 
this information. 

In “punch card accounting”, the 
original information is punched into 
cards, which can then be classified, 
journalized, reclassified for special 
listings, and finally restored to their 
original order if necessary—entirely 





Nine Facts About Punch Card Accounting 


1. Public acceptance of mech- 
anized accounting now permits 
adoption of speedier machine 
methods. 

2. Systems and forms to fit the 
machine have been developed 
and superfluous descriptive copy 
replaced with standard abbre- 
viations. 

3. Punch card accounting per- 
mits journalization, reclassifica- 
tion, or duplication at record 
speed and with absolute ac- 
curacy. 
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4. Ledger posting is reduced 
to one operation per month. 


5. Whether mechanized ac- 
counting is desirable in a par- 
ticular bank depends on the 
volume of records and the fre- 
quency of their use. 


6. The simplest installations 
consist of a punching machine, 
a classifying machine, and a 
printing machine. 


7. Other installations may 


include an automatic totaling 
machine, a duplicating machine, 
and an arithmetic machine that 
adds, subtracts, multiplies, and 
cross-foots. 


8. All machines perform their 
operations several times faster 
than is possible manually or 
with typewriters. 


9. They make possible valu- 
able statistical information that 
only a large staff of trained per- 
sonnel could provide otherwise. 
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by automatic mechanical means. If 
the original order of these cards 
must be maintained, a new set of 
cards, identical to the original, can 
be prepared mechanically at a speed 
which is considered to be the fastest 
method of record duplication known. 
Controls are maintained at all times 
and cards showing summaries of 
totals can be prepared automatically 
as desired. Extensions and compu- 
tations of all sorts are also prepared 
by machine. 

No mention has been made of 
ledger posting, since the cards them- 
selves constitute the ledger. Cards 
are usually filed in order by cus- 
tomer or account. If the file repre- 
sents an accumulation of entries 
such as cash, the cards are added 
to the file daily in chronological 
order and, at the end of the month, 
usually, a listing is made for ledger 
purposes. This step reduces ledger 
posting to only one operation per 
month and the entries are shown in 
the same order as they would be if 
posted daily. If a ledger record is 
needed prior to the end of the 
month, it is an easy matter to list 
the accumulated cards. 

There are, at present, over 50 
banks throughout the country now 
using tabulating equipment. While 
the original installations were gen- 
erally applied to trust department 
accounting, many successful appli- 
cations have been developed in other 
departments of banks which proves 
that tabulating can be used advan- 
tageously. This does not mean that 
every bank could or should consider 
using tabulating methods, nor does 
it mean that every department now 
using a mechanized form of account- 
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ing should substitute tabulating 
methods instead. 

No set of rules can be given to 
determine where tabulating should 
be applied. Each case requires a 
detailed understanding of the work 
to be done and an appreciation of 
the speed and flexibility of the 
equipment. A successful application 
is based primarily on two points— 
sufficient volume to use the ma- 
chines advantageously, and suffi- 
cient use of the original record to 
reduce present operating costs to a 
minimum by eliminating the neces- 
sity of maintaining duplicate records 
for specific purposes and also elim- 
inating the laborious manual trans- 
cription for statements, reports, and 
the like. 

The simplest form of installation 
consists of a machine to punch the 
information into cards; another ma- 
chine to classify or sort the cards; 
and another machine to print the 
information contained in the cards 
and also to accumulate totals or 
balances. 

There are many additional types 
of equipment used in more involved 
installations, the more important of 
which are: summary punches to 
prepare total or balance cards auto- 
matically with little or no loss of 
time; reproducing-gang punches 
which prepare duplicate sets of 
cards and automatically verify the 
new set against the old in the same 
operation; and multiplying punches 
which add, subtract, multiply, cross- 
foot, and so on, and then punch the 
extensions into the cards. 

The machines operate at speeds 
which are really remarkable. The 
sorting machines sort cards at the 
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rate of several hundred per minute. 
The punching machines can be oper- 
ated much faster than typewriters, 
since they are electrically driven. 
The printing machines print infor- 
mation contained in the cards at the 
rate of from 75 to 120 lines per 
minute. 

The reproducing machines can 
prepare a duplicate set of cards at 
the rate of at least 100 per minute 
and perform numerous other oper- 
ations at the same speed. Multiply- 
ing punches can calculate extensions 
and computations and punch the 
figures into the cards at up to 20 
items per minute. The other pieces 
of equipment operate at comparable 
speeds, but since these can be clas- 
sified as auxiliary equipment, fur- 
ther comments are omitted. 

An analysis of the machine details 
given discloses the fact that many 
phases of accounting routine, nor- 
mally requiring dozens of man- 
hours, can be reduced to a few. 
Many users of tabulating equipment 
have stated that they now are able 
to obtain valuable statistical infor- 
mation that would have been almost 
impossible to prepare without the 
equipment. Many operations which 
normally require a large staff of 
trained personnel have been reduced 
to such simple operations as push- 
ing buttons and keeping the hoppers 
of the machines filled with cards— 
the rest is taken care of by the 
machines. 

The accompanying illustration 
shows four cards which represent 
in effect an account ledger. The first 
card serves the purpose of acting 
as the index card in the file and also 


(Continued on page 311) 
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Test Finance Company Liquidity 


With so many local finance companies being financed by local 
banks, this discussion will be generally beneficial to bank 
loan and credit men. It may also stimulate additional loans. 


HERE is considerable need, 

when analyzing finance com- 

pany accounts, for a simple and 
easily calculated test of liquidity 
which expresses a number of vari- 
ables in one figure. This sort of 
test is especially needed because of 
the fact that the business is ex- 
tremely quick moving and, while 
extremely liquid, has a rather heavy 
debt position. 

A good index of the operations of 
these companies would test the 
liquidity of their current assets, of 
which the major one is receivables 
which are 80% to 85% of the total 
assets, and relates the inflow of cash 
from the liquidation of these assets 
to the obligations to be met, the 
rather heavy current debt which is 
the principal item on the liability 
side. The index to be suggested is 
relatively simple, reasonably ac- 
curate, truly representative of the 
whole condition of affairs, and can 
be readily calculated from the an- 
nual statements. It is computed as 
follows: 

Add to the receivables at the be- 
ginning of the period the total 
volume of receivables purchased 
during the period. This gives the 
total volume of receivables on the 
books during the period. From this 
total, subtract the receivables on 
hand at the end of the period. This 
gives the receivables collected dur- 
ing the period. ) 

Divide the receivables collected 
during the period by the number of 
days in the period to get the average 
daily collections. 

Divide the total current debt by 
the daily collections and the result 
is the number of days’ collections 
which are needed to pay the current 
debt. This figure is the liquidity in- 
dex. 

To illustrate and clarify this cal- 
culation we will assume a finance 
company statement for the years 
1935 and 1936 as follows: 


(1) This calculation and the results from it 
are similar to those used for inventory and 
purchases. A division of receivables collected 
by the average receivables on hand gives the 
turnover of receivables during the year, just 
as a similar calculation with purchases gives 
inventory turnover. 
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By HARVEY W. HUEGY 


Asst. Professor of Business Organization and 
Operation, University of Illinois 


1936 
Accounts Receivable ............$145,000 $115,000 
Total Current Liabilities ... 95,000 62,000 
Total Volume of Business. 435,000 415,000 


A test of the liquidity for the year 
1936 is possible and would be calcu- 
lated as follows: 


1935 





Receivables at beginning of period $115,000 
Plus volume during the period................ 435,000 
Total volume handled .........000.0000000000000... 550,000 
Less receivables at end of period.......... 145,000 





Receivables collected during the period..$405,000 


$405,000 — 365 — $1,110 Daily rate 
of collections. Total current debt 
$95,000 — $1,110 — 85.6, which is 
the number of days required to 
make collections sufficient to pay the 
current debt. 

This one figure shows the rate of 
conversion of the chief asset relative 
to demands made against collections 
because of the principal liability. It 
is a logically sound method of com- 
paring the rate of conversion of 
assets into cash and the time of pos- 
sible repayment of obligations by 





The Formulas 


1. To compute the receivables 
collected during the period: Add 
to the receivables at the begin- 
ning of the period, the total vol- 
ume of receivables purchased 
during the period. This gives the 
total volume of receivables on 
the books during the period. From 
this total, subtract the receiv- 
ables on hand at the end of the 
period 

2. To compute the average 
daily collections: Divide the re- 
ceivables collected during the 
period by the number of days in 
the period. 

3. To compute the number of 
days’ collections needed to pay 
the current debt: Divide the total 
current debt by the daily collec- 
tions. The figure thus obtained 
is the liquidity index. 


application of cash to outstanding 
debts. The result of this comparison 
should be a sound index of condi- 
tions for it considers the principal 
elements of the situation in a logical 
and sound manner. 

The test is not greatly affected by 
other variables. When volume is 
increasing rapidly, receivables at 
the end of the period may be larger 
than at the beginning and the 
volume handled decreased with less 
liquidity shown by the index; while 
with decreased volume a more liq- 
uid condition will be shown. This, 
however, is not far removed from 
the situation usually found to be 
true under these conditions. 

Changes in capital structure may 
also reduce or increase the debt 
position and thus change the liquid- 
ity index. The major cause of var- 
iation is due to the influence of un- 
usual year-end conditions and an 
unusually low debt position at that 
time. This influence can be over- 
come by applying the test at other 
times than the end of the year. 

Comparisons between companies 
are sometimes inexact because of 
differences in the methods of oper- 
ation; thus, one company may do 
a heavy volume of wholesale financ- 
ing and handle a large volume of 
business during the year relative to 
the receivables on hand at any one 
time. This gives them a better 
liquidity index than the company 
which handles only a small volume 
of the short term wholesale paper. 
Although comparisons between 
companies may not be entirely ac- 
curate, changes in the conditions of 
individual companies are well 
shown by changes in its liquidity 
index. 

To test the applicability of the in- 
dex and to see its variation from 
year to year, a computation of the 
liquidity index of three companies 
for the eight year period from 
1929 to 1936 was made.‘2) These 
figures are shown in Table I. 


(2) Much more factual data on this subject 
will be found in: The Financial Policies and 
Practices of Automobile Finance Companies, 
by Harvey W. Huegy and Arthur H. Winakor, 
Bureau of Business Research, University of 
Illinois, Urbana, Illinois. 
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The first thing to notice is that in 
the year 1936, they are more uni- 
form than in any other year. It is 
also significant that, while the num- 
ber of days’ collections required to 
pay current debt varied consider- 
ably from year to year and from 
company to company, there was a 
distinct tendency for it to be shorter 
during the depression years when 
the low point for each of the com- 
panies was recorded. This indicates 
an increase in liquidity during the 
period when the financial structure 
was under the most severe strain and 
a relaxation of the liquidity require- 
ment during the recovery phase. 
The least liquid condition recorded 
is 107 days and this is apparently 
an exceptional condition, since 100 
days or more were reached only 
four times in the 24 cases. 


A similar computation was made 
for a group of 13 companies for the 
period from 1934 to 1936. For pur- 
poses of comparison, these com- 
panies were grouped into sub- 
groups as follows: Companies do- 
ing business in 20 or more states, 
companies doing business in from 
5 to 19 states, and companies doing 
business in from 1 to 4 states. These 
groupings were made to see if there 
was any distinct difference in the 
liquidity maintained by companies 
doing a local business, companies 
doing a sectional business and those 
operating upon a wider scale. The 
results of this computation are 
shown in Table II. 


During the three years, eight of 
the companies have become less liq- 
uid; four, more liquid; and one has 
changed so little that no definite 
trend can be discerned. Despite the 
wide variation in the figures for 
individual companies, the general 
comparison of the groups show that 
the companies operating in from 1 
to 4 states maintained the most liq- 
uid condition and the companies op- 
erating in from 5 to 19 states, the 
least liquid condition. Marked var- 
iation among the companies make 
the selection of a standard difficult, 
but it was found that 120 days 
divided the cases with 19 over and 
18 under 120 days. This was thought 
to be a reasonable standard since 
four months was a period suffi- 
ciently current to meet common bank 
standards. 

To further test this indicator of 
liquidity, the status of the com- 
panies as shown by test was com- 
pared with other ratios indicative 
of credit merit. ‘Phe companies 
were divided into two classes, those 
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Table I. Number of Days’ Collections Required to Pay Current Debt 


‘ 





Three Companies 1929-1936 


Year Company A Company B Company C Average 
1936 87.0 85.9 79.5 84.0 
1935 59.4 84.9 107.0 “83.8 
1934 56.9 65.1 94.6 72.2 
1933 55.9 95.6 74.9 75.4 
1932 11.6 52.5 33.8 32.6 
1931 38.0 102.9 71.5 70.8 
1930 19.7 84.3 79.8 61.3 
1929 41.9 100.8 101.5 81.4 


Table Il. Number of Days’ Collections Required to Pay Current Debt 
Thirteen Companies 1934-1936 


Operations in 


Operations in 


Operations in 


20 or More States. 5 to 19 States. 1 to 4 States. 
1936 1935 1934 1936 1935 1934 1936 1935 1934 
87.0 |* 59.4 56.9 123.3 | 163.3 | 137.4 122.6 | 123.3 /f .... 
155.4 | 191.9 et 177.0 | 161.5 | 265.8 78.6, 89.6 | 100.8 
85.9 | 84.9); 65.1 210.2 | 141.4 | 111.5 83.4 | 44.6) 34.0 
Cle 2 Sf 8 ere ere D aaaarn 172.3 | 159.0 | 151.7 
Sse | eee ae 1 keen Pecan) baans 115.1 | 88.6); 93.4 
Average 160.0 | 142.8 | 117.8 170.2 | 155.4 | 171.6 114.4 | 101.0 | 95.0 


Table III. Comparison of Average Days’ Collections to Pay Current 
Debt With Averages of Other Ratios 


Section A. Companies Requiring More Than 120 Days’ Collections to 
Pay Current Debt. 


Geographical Days’ Collections Current Assets Current Liabilities | Welles a 
Extent of to Pay Current to Current to Tota | Receivables 
Operations Debt Liabilities Assets 
20 or more States. .| 253.5 1.5160 .6601 1.3881 
5 to 19 States...... | 172.4 1.7428 .5716 1.8493 
1 to 4 States....... 145.7 1.6122 .5178 | 2.2136 
Average........| 187.6 1.6434 .5813 | 1.8224 








Section B. Companies Requiring Less Than 120 Days’ Collections to 
Pay Current Debt. 


20 or more States. . 80.0 1.7091 .5865 3.5966 
5 to 19 States*..... 111.5 2.5882 .3570 1.4246 
1 to 4 States....... 80.9 1.8136 .5538 3.4669 

Average........ 82.1 2.0370 5589 3.4208 


*Only one instance in which a 5 to 19 class company fell into the less than 120 day class. 


under, and those over, 120 days. 

The other ratios indicative of the 
liquid condition of the particular 
company were: 

1. Proportion of current liabili- 
ties to total assets. This ratio shows 
the proportion of the total assets 
supplied by short-term creditors 
and indicates a lack of liquidity as 
increased reliance is placed upon 
short-term debts as a means of sup- 
plying assets. 


2. Ratio of volume of business to 
This ratio tests the 


receivables. 
turnover rate of the receivables; 
and the more rapid the turn, the 
more liquid are the receivables. 

3. The current ratio. This ratio 
compares the current assets to the 
current debts. 

Table III presents these ratios 
alongside the days-to-collect figures. 


In Section A, are the average ratios 
of the companies which take more 
than 120 days’ collections to pay 
their current debt; in Section B 
those which take less than 120 days. 
Sub-groupings on the basis of the 
geographical extent of operations 
are also made. 

These comparisons show that the 
other ratios are poorer when the 
days-to-collect are more, and im- 
prove as the days-to-collect become 
less. The companies under 120 days, 
except the 1 to 4 group, rely upon 
short-term loans for a smaller pro- 
portion of their total funds. The 
Group B companies also show a 
better current ratio than do the 
Group A companies, although the 
difference is not marked. 

The greatest contrast between the 


(Continued on page 302) 
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Loan Hazards Of The Automobile Finanee B, 


Insurable Hazards 


By FORREST T. LOWELL 


Travelers Insurance Company, Chicago 


Protection Given An Automobile Finance Company 
By Each Type Of Insurance 





Kind Of Insurance 


Pays Losses Resulting From: 


Automobile fire, theft, 


and collision 
Automobile public 
liability and property 
damage 


Blanket fire and theft on 
repossessed cars 


Contingent automobile 
liability 


Fidelity bond 

Fire (with extended 
coverage) on office equip- 
ment and records 


Inside holdup 


Outside holdup 
Public liability and 
property damage 


Safe burglary 


Workmen’s compensation 
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The damage or loss of the insured automobile by fire, theft, 
or a collision. 





The automobile of the insured causing injury, death, or 
damage to the property of others. 





The damage or loss by fire or theft, of any repossessed auto- 
mobiles which may come into possession of the insured 
during the life of the policy. 





Personal injury or death, or damage to the property of others, 
erm by an automobile used for, but not owned by, the 
insured. 





The dishonesty of employees or debtors of the insured. 


Damage or destruction of the insured property by fire, wind- 


storm, hail, riot, explosion, aircraft or motor vehicle, or 
smoke damage. 


Forcible possession of personal property being taken within 


the premises of the insured. 





Forcible possession being taken of personal property while it 
is in the custody of an employee outside the premises of the 
insured. 





Bodily injury, death, or damage to the property of others 
(not in the employ of the insured) for which the insured is 
held liable. 





Personal property being stolen from a vault or safe. 


Injuries to workmen for which a workmen’s compensation 


law requires the employer to pay. 








ay Although possessing 
very little “real” prop- 
erty, an automobile 
finance company may 
wisely carry at least 
eleven types of insur- 
ance, to protect itself and to protect 
banks from whom it borrows. 

While, as a rule, a finance com- 
pany very seldom has many repos- 
sessed cars, there are times when 
there may be some in its possession. 
Consequently, it needs to carry a 
blanket fire and theft policy on re- 
possessed cars. 

A blanket policy has the charac- 
teristic of protecting the company 
against loss from fire or theft as soon 
as a car comes into its possession. If 
it were not a blanket policy, then the 
company would need to take out a 
separate policy on each car as the 
cars come into its possession. If this 
were overlooked, even for a very 
short time, a car might be burned or 
stolen, with serious loss to the com- 
pany, 

This policy is, of course, specially 
written to cover repossessed cars 
rather than cars that are owned by 
the company for its use. A separate 
policy needs to be carried on those 
cars, and should include property 
damage, public liability, fire, theft, 
and collision. 

Many such companies have em- 
ployees who use their own cars in 
the service of the company, and that 
necessitates a policy covering the 
contingent public liability and prop- 
erty damage for which the company 
might be held if an employee’s car 
were the cause of some loss. 

The fire insurance on the office 
building, if owned, and on its con- 
tents should, of course, be complete. 
Extended coverage is recommended. 
This insurance will pay for the 
physical cost of replacing the rec- 
ords, if destroyed. 

Workmen’s compensation insur- 
ance is required in many states and 
is a good thing in all states. Public 
liability is, of course, necessary in 
the event of injury on the premises 
to anyone not an employee of the 
company. 

The fact that considerable money 
is received in payments each day 
requires both safe burglary and 
holdup insurance. For the same rea- 
son, fidelity bonds on employees 
who handle cash, are essential. 

An explanation of these different 
types of insurance is given in the 
table herewith. 
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Automobile and truck 
production in 1937 was 
5,016,515 units. That 
represents over three 
billion dollars. United 
States Department of 
Commerce statistics show the tre- 
mendous amount of lending done by 
456 automobile finance companies 
during the calendar year ending 
December 31, 1937, as follows: 

Wholesale financing, $1,886,677,- 
016. 

Total retail volume, $1,720,664,940, 
representing 4,199,756 units (aver- 
age $410). 

New car retail financing, $1,031,- 
839,170, representing 1,740,833 units 
(average $593). 

Used car financing, $681,494,548, 
representing 2,439,503 units (aver- 
age $279). 

Small wonder that banks, supply- 
ing the bulk of these billions for 
finance company operations should 
deliberate the facts, figures, and 
problems of the industry with care. 


The record of finance companies, 
through depression years is proof 
of their soundness and speaks well 
for the ability of management. Let 
us not for a moment assume, how- 
ever, that the splendid growth of 
finance company operations could 
have been possible without the pres- 
ence of the guiding hand of such 
grand old sponsors of the finance- 
company-paper-for-banks move- 
ment as Arthur W. Newton, vice 
president of the First National Bank 
in Chicago whose continual presence 
at conferences of finance companies 
and bankers is felt and respected 
throughout the industry. 


The advice given by banks is 
frankly admitted by finance com- 
pany executives to account in a 
large measure for the excellent con- 
dition in which their operations have 
been maintained. In a recent speech 
before the Robert Morris Associates, 
T. C. Tupper, president of the Secu- 
rities Investment Co. of St. Louis 
said, “The supervision exercised by 
the banks in respect to finance com- 
pany accounts, is, in my opinion, 
one of the most beneficial things in 
the industry. It will be a sad day 
for the finance companies when the 
banks relax this vigilance of super- 
vision.” 





There is, perhaps, no single indus- 
try whose statements and statistics 
receive more careful analysis and 
diligent study. Notwithstanding this 
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Uninsurable Hazards 


By WILLIAM 


B. GARDNER 


Ass’t Cashier, Central National Bank in Chicago 


critical treatment, there seems to be 
a tendency to conclude that all auto- 
mobile finance companies are similar 
insofar as loaning them money is 
concerned. Nothing could be farther 
from the truth. This tendency serves 
only to restrict the sound company 
and encourage the weak one. 

The banker’s casual review of the 
balance sheet and operating figures, 
after the usual information has been 
assembled regarding the integrity 
and ability of the management, for- 
tified by the relatively few failures 
among finance companies, could 
easily be expected to produce the 
conclusion that one operation is as 
good as another. Particularly so, 
if earnings are impressive, growth 
has been satisfactory, and collateral 
trust notes are offered for purchase. 

Realizing that the usual stock 
analysis of the financial statement 
and statement of profit and loss were 
painfully insufficient to a complete 
understanding of the statistical posi- 
tion (for liquidation), experience 
for the past year, and trends for the 
ensuing period, the finance company 
questionnaire was devised. 

The banker, armed with a full 
understanding of all of the informa- 
tion contained in the questionnaire, 
and further fortified with semi- 
annual balance sheets with operat- 
ing figures can easily determine the 
desirability of the loan in his own 
mind and at the same time, project 





Seven 
Uninsurable Hazards 
1. Lack of integrity and ability 
in the management. 
2. Inadequate earnings. 


3. Violation of accepted oper- 
ating standards. 


4. Carelessness in accepting 
notes from unreliable buyers. 


5. Too small down payment. 


6. Too long a period for pay- 
ment. 


7. Too liberal floor plan credit 
on used cars. 


‘a picture into the future to deter- 
mine if the company will continue 
to measure up to his standards. 


If, on receipt of mid-year figures, 
the result is not in keeping with his 
desire, he has ample time in which 
to remove his bank from the credit. 
His conclusion to get out of the loan 
cannot be criticized by the finance 
company, inasmuch as its efficers 
have had ample opportunity to place 
their house in order in a changing 
situation. 

In our own institution, our ana- 
lytical information is relatively’sim- 
ple, but at the same time, gives us 
a complete insight into the opera- 
tion under review. Our standard 
ratio analysis is as follows: 

Cash—to debt 

Debt—to working capital 

Purchases: (percentage to total) 

Wholesale—new 
Wholesale—used 
Retail—new 
Retail—used 
Other 

Total retail receivables—to total 

receivables 

Total wholesale receivables — to 

total receivables 

New car wholesale—to total 

wholesale receivables 

Used car wholesale—to total 

wholesale receivables 

Other receivables—to total re- 

ceivables 

Retail maturing in 6 months 

Retail maturing in 12 months 

Retail maturing over 18 months 

Demonstrator 

New car down payment less than 

33%% of new car purchases 

New car balloon*—to new car 

purchases 

Used car down payment less than 

33%%% used car purchases 

Used car balloon*—to used car 

purchases 

Total balloon*—to retail outstand- 

ings 

Capital loans—to working capital 

Wholesale loans—to working capi- 


tal 

Past due paper (60 days)—to out- 
standings 

Open market notes—to total bor- 
rowings 


*The balloon note is @ large note which is the 
last one to come due and which is usually re- 
financed by dividing it into smaller notes coming 
due monthly. 
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Cash, wholesale, retail and other 


receivables maturing in six 
months—to debt. 

Cash, wholesale, retail and other 
receivables maturing in twelve 
months—to debt 

Months required for liquidation 
of notes payable 

Bank lines 

Repossessions—to net worth 

Reserves for losses—to total retail 

Deferred income—to total retail 


Repossessions (new)—to new 
liquidation 

Repossessions (used) —to used 
liquidation 


While sound and intelligent analy- 
sis of all available statistical data is 
of primary importance in dealing 
with any finance company loan and 
should be carefully considered and 
absorbed by the officer handling the 
loan, recent developments in auto- 
mobile financing have made it ex- 
pedient for bankers to keep them- 
selves reliably informed regarding 
conditions which may affect oper- 
ations and ultimately affect the bal- 
ance sheet and operating figures. 


Let us take, for instance, the pledge 
of collateral with a trustee under an 
indenture calling for the mainte- 
nance of a collateral ratio of 1.20 
and the issuance of collateral trust 
notes for purchase by banks. A copy 
of the indenture is available to the 
banker and for the most part, very 
little objection is found to the con- 
struction. In most instances the 
trustee is thoroughly acceptable. 


But how many of us ever contact 
the trustee to determine his opinion 
of the complexion of the paper of- 
fered to the trust and to determine 
whether the daily, weekly, or semi- 
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monthly reports from the finance 
company are being received in 
proper form and with the necessary 
promptness? 

While the trustee valiantly en- 
deavors to maintain the margin 
provided for in the indenture, is it 
not possible that, for one reason or 
another, the margin may be momen- 
tarily impaired, in spite of the steady 
flow of collateral into the trust? 

The solution for the problem 
seems to be the pledge of the com- 
pany’s entire note portfolio with 
the trustee. The overissuance of 
notes against the collateral or 
a decline in collateral margin 
below the ratio stipulated in: the 
indenture would not be possible. 
Let us take for the purpose of ex- 
ample, a note portfolio of $120 
which has been trusteed for the is- 
suance of $100 in collateral trust 
notes, sold to bankers. The working 
capital of the company is $20, and 
it is extremely doubtful that any 
bank would purchase a note when 
the company’s statement would re- 
flect a debt to working capital posi- 
tion of five to one. 

So far the burden of proof has 
been on the finance company to 
demonstrate the liquidity of its re- 
ceivables, the collateral protection 
for the banker, its ability to operate 
successfully, and a habit for making 
money. 

For several years, bankers have 
looked askance at a deterioration in 
terms which has been cumulative 
and which problem has recently con- 
tributed entirely new angles to 
finance company operations. It is a 
matter of record that repossessions 
and losses increase in both new and 
used cars as the amount of down- 





| 


payment decreases and the length | 


of terms granted increases. 
practice is unsound and it destroys 
the primary consideration in any 
type of installment financing—the 
creation and maintenance of a satis- 
factory equity in the purchase by 
the signer of the notes. 

Will it be necessary for bankers | 


to insist upon the insertion of a pro- [| 


vision in the trust indenture under 
which pledge, paper must measure 
up to a certain prescribed downpay- 
ment arrangement? I, personally, 


tenance of liquidity in the note port- 
folio is of prime importance and 
that the maintenance of purchases 
in a theoretical volume sufficient to 
assure a continuation of “bookkeep- 
ing profits” will be secondary. Re- 
cent developments, all of which can 
be traced back to this basic prin- 
ciple and in which are problems to 
be faced alike by the finance com- 
pany and the banker, have made 
their appearance in very definite 
form. 

Used car inventories have backed 
up with dealers, and repossessions in 
the hands of finance companies have 
reached a point where there is some 
talk of government intervention. In 
metropolitan centers, the glut of 
used cars prevents the orderly mer- 
chandising of both new and used 
cars and the resultant financing of 
the installment paper. 

Many theories have been advanced 
regarding the events leading up to, 
and causes for, the present condition 
of the used car market. That the 
situation is also strongly recognized 
by motorcar manufacturers is at- 


(Continued on page 301) 
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feel that finance company executives [| 
will face the fact that the main- 
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This Policy Increases Trust Business 


Trust work should be the most “human” phase of a bank’s activities. It 
can be made so (with resulting increase in volume and profits) by adher- 
ence to the triple-principle upon whith this company’s policy is based. 


HE financial success and growth 
of any trust department or trust 
company depends to a large ex- 
tent on individual service, common 
sense and a thorough knowledge of 
the law with respect to trustee duties 
and liabilities. A bank or trust 
company may have a large number 
of trust accounts of various kinds, 
both large and small in size. Yet if 
these accounts are not handled with 
the above requisites in mind, 
coupled with a working knowledge 
of the beneficiaries’ requirements, 
the settlors and attorneys will soon 
find it desirable to transfer new 
business to some other institution. 
The customer, of course, will not 
bother to explain that this change 
of attitude toward the institution is 
due definitely to lack of individual 
service. Nor, by the same token, 
will he bother to say that his trustee 
lacks the other two requisites. If he 
is questioned, he will probably admit 
that he does not know the real rea- 
son why he wants to take his new 
business elsewhere. But he will say, 
and most of the time rather emphat- 
ically, that he does not care for the 
way his trust was handled. That, 
naturally, does not help the banker. 


By PAUL C. TYCHSEN 


Asst. Trust Officer, 
The Trust Company of Chicago. 


In the first place; he is still at a loss 
to know the real reason why a cer- 
tain portion of his potential trust 
business is going to other trust com- 
panies and, in the second place, he 
has lost an account. 

At The Trust Company of Chicago, 
each officer and his associate handles 
a certain type of trust business. One 
handles nothing but personal trusts, 
another devotes all of his time to 
corporate trusts, while still another 
concentrates on real estate trusts, 
probate trusts, escrows, and so on. 

When a customer inquires about 
his trust fund or estate, he will be 
taken to the officer in charge of his 
business. Should he return several 
days later, he will not be referred 
to another officer who might not 
know anything about his case, with 
the resulting delay while the infor- 
mation is obtained from the files. 
Nothing will disgruntle a customer 
quicker than being referred from 
officer to officer, repeating his re- 
quest again and again. Nothing will 


make him angry quicker than a 
repeated request for information 
which should be at the fingertips of 
the officer in charge of his trust 
account. 

The following case illustrates the 
important part played by individual 
service in the building of trust busi- 
ness. Several months ago, The Trust 
Company of Chicago was appointed 
trustee of a certain estate. The trust 
was set up in the usual manner and 
the collections and disbursements 
handled promptly according to the 
terms of the agreement. The benefi- 
ciary came into our office several 
times requesting various informa- 
tion. Most of his questions .were 
simple to answer and the officer in 
charge of that account did not un- 
duly delay the customer. Yet the 
fact that the officer had the prompt 
answers to all of the beneficiaries’ 
questions so impressed the client 
that he established several other 
trusts of various kinds which proved 
to be very profitable to our institu- 
tion. 

The question of common sense, the 
question of a knowledge of the set- 
tlor’s status and that of his benefi- 
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Small Loans—With Gravy 


Extra profits in respectable quantities from amortized loans of all types are 
available to any bank. The author’s pungent explanation of the banks’ 
opportunity in this field makes this article both fascinating and practical. 


Gib Corcoran hated to 
buy cigarettes. He had 
developed a formula for 
mooching them that was 
almost sure-fire. When 
he needed a smoke, he 
would stop the first man of his 
acquaintance whom he’d meet, pass 
the time of day with him, and then 
say pensively, “Gee, I’d like a ciga- 
rette, but I’ll be darned if Ill ask 
for one,” and help himself from the 
promptly offered pack. 

A great many country bankers 
unwittingly have been imitating 
Gib. For several years, they have 
been saying, in effect, “Gee, I’d like 
more income from the loan port- 
folio, but I’ll be darned if I’ll ask 
for it.” Unlike Gib, they haven’t 
noticed a friend offering them the 
fulfillment of their wish, but he is 
there if they could only see him. 

In fact, there are several available 
helpers. Some of them are old- 
timers, and one of them is a new 
friend. None of them is consciously 
offering us bankers anything, but if 
we look sharply, we can see that we 
can get something from them in the 
way of vicarious experience. 

For some 20 years, an extensive 
and profitable field for the sale of 
credit was monopolized by lending 
institutions other than banks. In 
fact, I am afraid we bankers have 
perhaps been prone to turn up sen- 
sitive noses at the bare suggestion 
of our entering this field. The tradi- 
tions of the profession and an as- 
sumption that supervisory authority 
would not approve, have kept many 
banks out of the installment credit 
business, while other less-inhibited 
lenders have thrived on profits they 
have made from it. 

The better-managed finance com- 
panies have experienced losses ex- 
pressed almost in fractions of 1%. 
Their earnings have run into more 
“percents” than a banker ever 
dreamed of. The sellers of electric 
household appliances, radios, oil- 
burners and the like, have found 
lenders, unfettered by tradition, who 
have cashed in handsomely by en- 
couraging the great national indoor 
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By E. A. LEFFINGWELL 


Trust Officer, The Beloit State Bank, Beloit, Wisc. 


sport—installment payments. 

Here and there, a banker, less 
timid than his fellows, has awakened 
with a start, rubbed his eyes, and 
asked himself, “How long has this 
been going on?” He has then pro- 
ceeded to take on some installment 
paper. If he has used ordinary care 
in its selection, his bank has profited 
by it. 

The rest of us, however, might 
have continued indefinitely without 
it, if a new friend hadn’t come along, 
and not only offered more income 
from the loan portfolio, but prac- 
tically forced it on us. That new 
friend was the Federal Housing Ad- 
ministration. 

In the days of Queen Anne of 
England, it was thought that the 
touch of royalty would cure certain 
diseases. Many an ailing infant was 
patted on the head by the royal lady 
and carried home by trusting parents 
who believed their child was healed. 

Not until the Federal Housing Ad- 
ministration kissed the brow of 





Should The Old Ritual 
Be Changed? 


Because liquidity is an impor- 
tant consideration in any lending 
activity of a commercial bank, 
the words, “thirty, sixty, or ninety 
days” have come to be ritual- 
istic among many bank man- 
agers and examiners, and are 
now empty formalities. A 90- 
day note, renewed three times, 
is not a 90-day loan at all; it is 
a 12-month loan. 

On the other hand, a 10-month 
amortized loan may be said to 
be a 30-day loan insofar as its 
face value is concerned, since it 
stands at its face value only 30 
days, until the first payment is 
made. 


installment credit and said, “Be thou 
henceforth pure and holy,” did 
many country bankers believe it to 
be cured of its scrofulous taint, and 
take it into the parlor with the folks. 
No doubt, the insurance of modern- 
ization loans under Title I of the 
Housing Act had a lot to do with the 
acceptance of this installment paper 
in the banks. By this time, however, 
most bankers realize that the insur- 
ance is like the cup and saucer ina 
package of oatmeal—they get their 
money’s worth in the form of in- 
creased earnings and almost neg- 
ligible losses, and the insurance is 
“thrown in.” 

Our experience, which is probably 
typical of the experience of most 
other banks that have taken sound 
modernization loans, has demon- 
strated to our satisfaction that well- 
selected installment paper will be 
paid promptly, even when there is 
no merchandise involved which 
might be replevined. A _ certain 
amount, payable on a certain day 
each month, seems to be the answer 
to the re-payment problems of many 
borrowers. 

A country banker who would like 
to extend his volume of this kind of 
paper beyond the 10% insured 
modernization loans of the F. H. A., 
might well start on the small char- 
acter loans now in his note-case. He 
will probably find, as we did, that 
about 50% of the number of notes 
in the note-case represent only a 
small fraction of the dollar amount 
of the loan portfolio. They are char- 
acter loans of from $50 to $500. 

Many of them are not paid accord- 
ing to their terms, but have to be 
renewed, probably several times. 
The lending officers and the loan 
committee sweat and fume over 
them, using up time which could 
better be spent on the larger lines. 
Too often, a borrower signs a $200 
note for 90 days, can’t or won't 
accumulate the $200 in time to meet 
the maturity, and has to have a 
renewal. Perhaps he has to ask for 
another renewal for 90 days, for all 
or part of the amount. 

By this time, it is a dead horse in 
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his opinion. He hates the whole 
transaction and wishes he’d never 
signed the note. By this time, also, 
the lending officer wishes he’d never 
seen the borrower. In 8, 10, or 12 
months, the note is collected, bit by 
pit, and the loan officer makes a 
resolution not to lend to that bor- 
rower again. 

Here is the place where we ap- 
plied the lessons learned from the 
automobile and refrigerator people 
and the F. H. A. We put all the 
character loans of from $100 to $500 
on a monthly amortization basis. We 
saw to it that the exceptions were 
few and for good cause. We made 
the term 10 months. We applied the 
one-dollar service charge which our 
clearing house association schedule 
calls for. We decided to try making 
the carrying charge (interest) at the 
rate of $4.20 per hundred (which is 
about 5% discount). We added this 
charge to the face of the note, and 
made the whole payable in 10 equal 
monthly installments. 

For example: a borrower wants 
$200. The amount of the note will 





be: $200.00 
Initial service charge 1.00 
Carrying charge 2 $4.20 8.40 

$209.40 


and will be payable $20.94 per 
month for 10 months. 

We found that the plan was most 
effective when applied to all the 
notes in the class under discussion. 
Our experience also showed that 
when the cost to the borrower was 
quoted as $4.20 per hundred, not as 
5% discount, the effect was good, 
because $4.20 per hundred sounds 
like a bargain in rent for the use of 
money. 

The “$4.20 per hundred” plan for 
small loans has not yet been adopted 
as standard by our bank, but it is 
under consideration. However, it is 
based on our favorable experience 
with amortizing small character 
loans on various plans, during the 
last two and one-half years. Analyz- 
ing our results from time to time, 
led me to believe in the wisdom of a 
standard plan, principally because 
such a method makes the handling 
of the loans more nearly automatic, 
reducing the consumption of officer- 
committee time. 

A standard plan also has a 
psychology value. It shows the small 
borrower that the bank has given 
his needs some real, interested 
attention. It bolsters up his ego with 
the thought that he gets his credit 
on the same basis as others of his 
kind, and that he is not forced to 
amortize his loan because his credit 
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is shakier than that of someone else. 

Table 1 shows note amounts and 
monthly payments under this plan. 

The Beloit Clearing House Asso- 
ciation has a rule against allowing 
credit on interest on a note for prin- 
cipal payments under $50, and a 
further rule requiring the collection 
of a service charge of $1 for each 
note of $250 or less. Table 2 shows 


the increased revenue from loans 
under this $4.20, 10-month plan, 
over loans at straight 6%, according 
to the clearing house rules. In order 
to make a fair comparison, it is as- 
sumed that, in each case, the loans 
are retired in 10 monthly payments. 

Because liquidity is an important 
consideration in any lending activity 


(Continued on page 310) 


Table 1. Note Amounts And Monthly Payments 
Amount Initial Carrying Amount of Monthly 
Wanted Charge Cost Note Payments 
$100.00 $1.00 $ 4.20 $105.20 $10.52 

150.00 1.00 6.30 157 .30 15.73 
200 .00 1.00 8.40 209 .40 20.94 
250.00 1.00 10.50 261.50 26.15 
300.00 12.60 312.60 31.26 
350.00 14.70 364.70 36.74 
400 .00 16.80 416.80 41.68 
450.00 18.90 468 .90 46.89 
500 .00 21.00 521.00 52.10 


Table 2. Comparison of $4.20 Rate Plan With 6% Interest 


Amount Revenue 
Wanted at 6% 
$100.00 $ 4.75 
150.00 6.10 
200 .00 7.10 
250.00 8.50 
300.00 9.00 
350.00 10.50 
400 .00 12.00 
450.00 13.50 
500.00 13.75 


Theoretical Rate Of Liquidation 


Revenue Gain in Revenue 
at $4.20 under $4.20 plan 
$ 5.20 | $ .45 
7.30 1.20 
9.40 2.30 
11.50 } 3.00 . 
12.60 3.60 
14.70 4.20 
16.80 | 4.80 
18.90 } 5.40 
21.00 7.25 


The black line indicates the rate at which all amortized loans could be liqui- 
dated, assuming that no new loans were granted during the period. Actually, - 
reduction of outstanding amounts would approximate the dotted curve. 
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When—And How-To Repair Old Buildings 


Modernization must be done with care, for it is easy to do too little and it is 
possible to do too much. This officer suggests a formula out of his experience. 












——_ * 
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What is to be done when 
you find the bank in 
possession of a run- 
down building? Should 
it be thoroughly remod- 
eled? Should the neces- 
sary repairs be made to put it in 
reasonably livable condition? Or 
should the exterior be dressed up so 
as to make it attractive to passersby? 

As a property owner, your answer 
would be based on an estimate as 
to whether or not it will pay for you 
to put money into repair projects. 
For instance, will the income accru- 
ing from the building be increased 
as a result of the improvement? If 
so, will it yield a profitable return 
on your investment? 

As a banker, however, your deci- 
sion is affected by the requirement 
that banks must dispose of their real 
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By HARRY J. WEBER 


Vice President, Aetna State Bank, Chicago, Illinois 


property holdings as soon as pos- 
sible. As a banker, it is not enough 
for you merely to look at the prob- 
lem from the standpoint of the aver- 
age realty owner, whose property 
yield is a more or less permanent 
part of his annual income, and who, 
in making investments, is guided by 
the net results that will accrue over 
a long period of time. If the prop- 
erty is paying, in all probability, he 
will not make any cash outlays for 
repair programs. But since the 


banker is obliged to dispose of his 
holdings within a short time, he has 
to aim primarily at increasing the 
building’s attractiveness to prospec- 
tive buyers. 





Until a building has been cleaned 
or painted, it usually escapes our 
attention, even though we pass it 
daily. Thus, an investment in re- 
pairs not only increases the prop- 
erty’s income, but enhances its sale 
value. 

Of course, the extent to which it is 
advantageous to make cash outlays 
in remodeling or repair programs 
depends largely upon the neighbor- 
hood in which the property is 
located. A careful analysis of the 
location should determine whether 
or not it will be necessary to spend 
a large or a small amount of money. 

With property in high grade 
neighborhoods, the Aetna State 
Bank does a first-class job on both 
interior and exterior. In these neigh- 
borhoods, vacancies rent at corre- 
spondingly increased terms after the 
improvements have been effected. 
In apartment buildings some degree 
of modernization is almost always 
necessary, especially in the better 
and medium class neighborhoods. 
After a general decorating program, 
the kitchens come first in the mod- 
ernizing plan. Important items are 
new stoves, refrigerators, modern 
sinks, and adequate cupboard units. 

If you do not succeed in selling 
the property after the improvements 
have been made, you have not 
necessarily lost the money which 
you spent, since the resulting in- 
creased rents will at least partially 
compensate for the cash outlay. 
We find this to be particularly true 
in the case of apartment buildings. 
In a number of cases, the cost of 
improvements has been entirely 
liquidated by the resulting increased 
rentals, so that when the properties 
were finally sold (at figures higher 
than the “before-modernization” 
asking prices) the bank was actually 
able to show a profit on several 
loans that had looked like bad losses. 
Hence, it is advisable in the major- 
ity of cases to place run-down prop- 
erties in suitable condition for occu- 


Here is evidence that the small kitchen can 
be as modern as a new spring hat—and a 
lot more sensible! And it will do more to rent 
the apartment or sell the house than any 
other improvement you can make. 
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Four Questions 
To Be Asked Before 


Modernization 


1. Will the improvements en- 
hance the prospects of immediate 
rental and of retaining old ten- 
ants? 


2. Will it be possible to obtain 
higher rents? 


3. Will it be easier to sell? 


4, Will the improvements raise 
the offering price? 


After the four above questions have been 
asked—and answered in the affirmative—the 
first step is an exterior beauty treatment. Like 
many a lass in search of a beau, your house 
may have a heart of gold, but unless it pre- 
sents an attractive front, it will be shunned by 
those who might otherwise fall in love with it. 
So give it a complexion of pristine freshness— 
even indulge it in a marcel of new shingles, 
if its present locks look faded and worn. 


pancy and sale. Special emphasis 
should be devoted to the rehabilita- 
tion of the smaller homes and apart- 
ment buildings containing 2-, 3-, 
and 4-room units, because it is ex- 
pected that there will be an active 
market for a great many of them 
during the summer and early fall 
months. The larger properties may 
have to await further increases in 
income and occupancy to attract 
investors. 

In facing the problem of whether 
or not it is advisable to invest funds 
on repair to make a building more 
attractive to prospective tenants, 
consideration should be given to the 
fact that as owners of distressed 
properties, you are now obliged to 
compete in the sales market with 
builders of new homes as a result 
of the new construction that is now 
definitely in progress. In view of 
this situation, it is obvious that, 
unless the other properties are 
either modernized or put in excel- 
lent repair in accordance with the 
desirability of their respective loca- 
tions, they will not be sold in the 
anticipated market, except at sacri- 
fice prices. 

Too many properties that are in 
poor condition are being offered for 
sale. This naturally keeps the offer- 
ing prices lower. For example, some 
two-flat buildings are priced at 
$6,000, while others in similar 
neighborhoods are priced at $8,000. 
The result is that the buyer gets the 
impression that $6,000 is all that he 
should pay, whereupon he refuses 
to take the trouble even to look at 
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those which are listed for sale at 
$8,000, considering the latter amount 
as an unreasonable asking price. 

The building upon which a $6,000 
price tag has been placed, is usually 
in need of repair and yields a re- 
sulting low income, whereas the one 
priced at $8,000 is in excellent con- 
dition and returns a considerably 
higher income than the former in 
accordance with the funds that have 
been expended upon it. Hence, in 
expending money on needed im- 
provements, you are benefiting 
yourself and the market in general 
by not only increasing the prop- 
erty’s income, but by raising the 
standard of the average offering 
price. 

In making expenditures for re- 
modeling purposes, we have found 
that it pays to spend an amount up 
to 10% of the total valuation of the 
property in order to put it in such 
shape that it will appear attractive 
to prospective buyers and tenants as 
well as old tenants. In carrying 
through the repair programs, we 
proceed on the assumption that all 
improvements will be paid for dur- 
ing their lifetime. 

An example of the results achieved 
by the completion of a thorough re- 
pair project can be seen in one of 
our two-flat buildings where we 
have effected a 15% increase in the 
scale of monthly rental payments by 
making expenditures for such pur- 
poses as the following: Cleaning 
front exterior of brick and stone; 
painting wood and sheet metal 
work; modernizing the halls and 


vestibules; thoroughly decorating 
the apartments and scraping and re- 
finishing the floors; installing new 
electric fixtures and providing more 
electric outlets and arching door- 
ways; putting in new ranges and 
electric refrigerators. 

The keynote of the Aetna State 
Bank’s policy has been built around 
the requirement that banks must 
dispose of their property as soon as 
possible. 


Minimizing Taxes On 
Income And Estates 


By LOWE and WRIGHT 

Published by Barron’s, New York 
City 

Price $2.00. 

In this 100-page leather-bound 
book, two tax experts give practical 
suggestions as to how individuals 
and trust departments may avoid 
paying taxes, the legal requirements 
for which do not require them to be 
paid. 

There are so many exceptions in 
the tax laws that most of us do not 
know when to look for an exception, 
and pay taxes that could easily be 
avoided, because actually, they are 
not required by law. This small 
book gives in easily understood lan- 
guage, and in some cases, in tabular 
form, the necessary information 
which every trust man can make use 
of in determining taxes on estates, 
and which every individual can use 
in working out his own tax report. 
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Field Warehouse Receipts 


Are Popular 





In Sheboygan 


There is a feeling of safety in the minds of the directors of banks 
in Sheboygan, Wis., because so many loans have the added pro- 
tection of field warehouse receipts on readily salable commodities. 


A study of industry and 
banking in the city of 
Sheboygan, Wisconsin, 
discloses a practical and 
rather extensive use of 
field warehouse receipts 
to secure loans. It happens that the 
100 manufacturing plants in She- 
boygan make 54 types of products. 
Some of the loans are on raw mate- 
rials used by these manufacturers; 
a few ave on the finished product. 

Many more field warehouse loans 
might readily be made to other in- 
dustries in Sheboygan, and perhaps 
this type of loan will be used more 
in the future, for the three banks in 
the downtown district are all well 
pleased with this type of security. 
While it is not essential that there 
be a large variety of products manu- 
factured in the local community in 
order to make field warehousing 
worth-while, it is of benefit, of 
course, for the bank to have its loans 
spread over several different types 
of business. . 

The principal products which are 
used as collateral for loans in this 
city may be classified under the 
headings “Food”, “Fuel” “Building 
Materials’, “Manufactured Goods”, 
and “Raw Products.” The foods in- 
clude canned goods, cheese, and 
pickles. 

Sheboygan is on Lake Michigan 
and is strategically located as a 
trans-shipping point for coal. Great 
boatloads of coal are brought to this 
port and are reloaded here into cars 
to go to many points in Wisconsin 
and Iowa. So it is quite natural that 
the banks should stand ready to 
finance this business through the 
medium of field warehouse receipts. 

A great deal of lumber is used in 
the chair and furniture factories of 
Sheboygan, and lumber lends itself 
well to the field warehouse type of 
loan. Farm seeds are so readily 
marketable that a local seed com- 
pany has found no difficulty in bor- 


282 





rowing with field warehouse receipts 
at local banks. Local tanneries 
maintain stocks of hides and leather, 
and these products are readily mar- 
ketable at known prices. 

Inquiry as to the beginning of the 
beneficial experiences one bank has 
had with field warehouse receipts 
showed that the first loan was made 
to a cannery. The canning company 
itself approached the bank regard- 
ing a loan to be based upon field 
warehouse receipts on the canned 
goods in the warehouse of the can- 
nery. 


Three important Sheboygan industries (toy 
manufacture, coal and Iumber) which make 
extensive use of field warehousing. 











The bank officers were assured 
that the products put into cans were 
so standard in quality and demand 
that they could readily be sold on 
the open market at reasonable 
prices, at almost any time. The 
practice of the cannery is to leave 
the cans in its own warehouse, un- 
labeled, until orders are received for 
shipment. The labels are then put 
on according to the purchaser’s 
specifications. 

When a shipment is to be made, 
the canning company would make a 
payment to the bank sufficient to 
justify a release given by the bank 
for the amount of goods which is to 
be shipped. The canned goods 
would be in the custody of a bonded 
employee, and the field warehouse 
company would add its credit and 
responsibility to that of the canner 
in guaranteeing the bank title to the 
goods on which it held receipts. 

If, by any chance, the borrower 
should be unable to pay the loan 
within a reasonable time, no other 
creditor could benefit from the goods 
on which the bank held receipts, 
until the bank’s claims had first 
been met. 

This is the big advantage of this 
type of security. It is readily mar- 
ketable and its title in the name of 
the bank is guaranteed. 

After the bank had experience 
with loans to the cannery, it was in 
a position to consider those loans 
proposed by other companies. Con- 
siderable assistance was given these 
companies by the field warehouse 
representatives. These representa- 
tives explained this type of borrow- 
ing to the manufacturers, and in 
many cases brought the treasurer of 
the manufacturing company to the 
bank to discuss a loan. 

In other words, there was not 
much extra work required on the 
part of Sheboygan banks, to develop 
a nice volume of commodity loans 
in the various lines indicated. 
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Fuel 
Coal 
Foods 
Canned goods 


Products That Are Warehoused In Sheboygan 


Cheese 
Pickles 


Manufactured Goods 
Furnaces 
Metal toys 





Building Materials 


Lumber 


Raw Products = 


Seeds 
Hides and leather 





One interesting experience of one 
of the banks brought out the fact 
that banks may lend (in most 
states) a liberal amount of money 
above the open line limitations. In 
some states, the law sets no limit to 
the amount of money which may be 
loaned to manufacturers who supply 
readily marketable commodities as 
collateral through the medium of 
warehouse receipts. 

The states in which there is no 
limit are: Alabama, Arkansas, Colo- 
rado, Georgia, Idaho, Kansas, Ken- 
tucky, Minnesota, Mississippi, North 
Dakota, Pennsylvania, Texas, and 
Washington. 

National banks in all states (and 
all banks in the District of Colum- 
bia) are allowed an additional 25% 
of capital funds above the regular 
loan line which is 10%, if the mar- 
ket value of the goods is 115% of 
the loan. National laws allow 30% 
above open line limitations when 
the value of the goods is 120% of 
the loan; 35% when the value is 
125% of the loan; 40% when the 
value is 130% of the loan; 45% when 
the value is 135% of the loan; and 
50% when the value is 140% of the 
loan. 

A national bank, therefore, may 
loan 60% of its capital funds to one 
borrower if secured by field ware- 
house receipts on readily marketable 
goods valued at 140% of the loan. 

The bankers of Sheboygan are 
careful in estimating the value of 
the goods stored. This care is based 
on the theory that the borrower 
must have enough equity in the 
goods to make it necessary for him 
to redeem them to avoid a serious 
loss. 

The value of the goods, therefore, 
is not based upon the price which 
will probably be paid for the goods 
when they are sold, but rather upon 
the cost of producing the goods, or 
upon an arbitrary figure which may 
be even less than this. Thus, there 
is more than adequate protection in 
the amount of money that will be 
collected when the goods are sold, 
with the additional protection that 
the borrower will make every effort 
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to redeem the goods and to continue 
in business. 

There are 14 states in which the 
laws do not provide for increased 
loans when secured by field ware- 
house receipts. However, field ware- 
house receipts’ are used widely in 
these states to secure loans which 
do not go above the legal limit for 
open line credit. 

These states are: Illinois, Massa- 
chusetts, Michigan, Montana, Neb- 
raska, Nevada, New Hampshire, 
New Mexico, North Carolina, Ohio, 
Oklahoma, South Dakota, Utah, and 
Wyoming. 

Louisiana has a law which allows 
an open line credit of 20% of capi- 
tal funds and a field warehouse 
credit in addition, to the extent of 
100% of capital funds to one bor- 
rower. Connecticut allows an addi- 
tion of 50%. 

The laws of Oregon and West Vir- 
ginia, like the Federal laws, have a 
graduated scale, ranging from 25% 
to 50%, depending upon the value 
of the goods above the amount of 
the loan. ° 

South Carolina has a variation of 
from 15% to 50%; Virginia, between 
30% and 55%. 

Alabama allows 40% additional; 
Missouri, 35%; Wisconsin, 30%; and 
the States of Arizona, Delaware, 
Florida, Maryland, New Jersey, New 
York, and Tennessee, allow an addi- 
tional 25%. 

In California, the percentage 
varies between 15% and 25%. In 
Maine, the amount is 20%. In In- 
diana, the excess is 15%. In Rhode 
Island, the law states that one-third 
of all deposits may be loaned to one 
borrower if secured by warehouse 
receipts on readily marketable com- 
modities. 

The law in Vermont is still differ- 
ent. The bank which has deposits 
in excess of one million dollars may 
lend 1% of the excess to any one 
borrower when secured by ware- 
house receipts. 

One manufacturer in Sheboygan, 
making metal toys for children, had 
need for more than the 20% of 


capital which his bank could lend. 
Knowing that the Wisconsin laws 
allowed a bank to lend an additional 
30% when the loan is secured by 
field warehouse receipts, the bank 
was able to take care of the entire 
loan. In this case, the metal toys 
were actually sold, but had to be 
made up several months in advance 
of delivery in order to maintain an 
efficient production schedule in the 
local factory. 

The bank was provided with a 
copy of the order for the goods, and 
in this way, was given assurance 
that there was no question about the 
sale of the goods or the price. 

One bank has had an interesting 
experience with a local coal‘dealer. 
The dealer is an excellent business 
man, but recently has had an unfore- 
seen experience which reduced his 
working capital through no fault of 
his own. This made it necessary for 
him to have additional money to buy 
stocks of coal. 

He does, however, make collec- 
tions every day, and these collec- 
tions are brought in each morning 
and applied to his loan. In this way, 
he gets a daily release for whatever 
amount he may need for delivery. 
In a short time, he is very likely to 
work out of the unexpected situation 
into which he was thrown. Without 
this special facility which the bank 
could supply, his business might 
have been destroyed. 

Pickles are, of course, one of the 
seasonal commodities. They are 
packed during the harvest season, 
but cannot all be sold at once. They 
are stored, with bank money being 
used to pay for the pickles when 
they are bought from the farmers. 

Sheboygan is in the center of the 
Wisconsin cheese producing terri- 
tory, and so there are many thou- 
sand pounds of cheese stored in this 
vicinity awaiting the time when it 
may be marketed. 

Cheese has been standardized to 
such an extent that its value can be 
readily determined. Therefore, it is 
a good basis for many loans sup- 
ported by field warehouse receipts 
in Sheboygan banks. 
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Forms Help In Mortgage Loan Audits 


Two of our readers asked C. L. Tewksbury about the forms used in con- 
nection with the auditing procedure he recently described in this magazine. 
His reply and reproductions of his forms will benefit other readers as well. 


HE “application for loan on real 

estate” is prepared from infor- 

mation furnished by the appli- 
cant and signed by both the husband 
and wife. The reverse side of this 
form is used by the appraiser whose 
signature thereon is executed before 
a notary. 

The “mortgage appraisal form’’ is 
also used by the appraiser more or 
less as a work sheet, but is filed with 
the other loan papers, inasmuch as 
it contains certain information which 
does not appear in the formally 
executed appraisement. 

The “affidavit of title” is executed 
by the mortgagor or mortgagors in 
whose name the title to the property 





Application for Loan on Real Estate 
To 
Fort Wayne National Bank 


I hereby epply for s morgage real eatate loan of — yes, at 


for the purpose of —— 
and we that end answer the follewing quemons 


ae Whee employed 

Other locome $ Life lesurance $ 

6 Tule wm name of - 
No. of Dependents 
LOCATION OF PROPERTY OFFERED as secunty. P@nk Accounts 
Ave. 

7 Screet No. Sereet_ berween - 
& Description of jor as shown by abstract 





0 Pavement 


DESCRIPTION OF BUILDING 
11 Construction ‘ 
No. of rooms. is Boor 
Kind of foor—is. floor 
Solaris 
How heated 
Foundauoe 


DESCRIPTION OF GARAGE AND DRIVE 
Car garage, Construction 
Drive construction 
IMPROVEMENTS MADE OR TO BE MADE 


TS Character of improvement and con 


PRESENT ENCUMBRANCES 


13. Mig. te 
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By C. L. TEWKSBURY 


Auditor, Fort Wayne National Bank, 
Fort Wayne, Ind. 


is vested. If the title is in both the 
husband and wife, both execute this 
affidavit. If the title is in only one 
of the mortgagors, only that party 
executes the affidavit. 

The “building and no-lien con- 
tract” is used when making con- 
struction loans and, as indicated on 
the form, is executed by the owner 
and the contractor. As in the case 
of the affidavit of title, both the hus- 
band and wife should sign this con- 
tract if the title is vested in both of 


| The Inquiries 


I have read with 
interest your article 
“How to Audit Mort- 
gage Loans”, in the 
January issue of Bank- 
ers Monthly. I would 
appreciate seeing a 
specimen check sheet, 
appraisal, application, 
and other forms in con- 
nection with making 
real estate loans.— 
H. L. Newbold, Vice- 
President, Citizens Ma- 
rine Jefferson Bank, 
Newport News, Va. 


Oe 


I have read your ar- 
ae : ticle in the January 

Bankers Monthly and 
gained materially by 
reading it. You refer 
to a no-lien contract to 
be signed by the mort- 
gagor and the contrac- 
tor. Do you have a 
form for that purpose? 
If so, would you be 
kind enough to send 
us one? In our state, 
we are troubled with 
mechanics liens, and 
this method may help 
in overcoming that ob- 
stacle.— William M. 
Stark, Cashier, First Na- 
tional Bank, Rimers- 
burg, Pa. 


— 


them. This contract should be ex- 
ecuted before any materials are 
delivered and before any construc- 
tion work is commenced. These con- 
tracts can be recorded in Indiana 
and we do record them. 

The “auditor’s record of real 
estate loans”’ is used as a check sheet 
by the auditor in his examination of 
mortgage loans. The purpose of this 
sheet is to record the necessary in- 
formation from each document ex- 
amined, in order to facilitate the 
examination of other documents 
where it is necessary to determine 
that the documents are identical. 

This sheet eliminates the possi- 
bility of overlooking any pertinent 
items which should be verified. The 
note being the first document ex- 
amined, the complete information is 
recorded on the sheet. When the 
mortgage is examined, it is possible 
to see that the note is properly de- 
scribed in the mortgage by using this 
check sheet without again referring 
to the note. 

When the appraiser’s report is 
examined, the complete information 
is recorded on the check sheet, and 
when the insurance policies are 
examined, it is easy to see that the 
street number and description of 
the building is properly set forth in 
the insurance policies without fur- 
ther examination of the appraiser’s 
report. 

When the attorney’s opinion of 
title is examined, a record is made 
of the name or names in which the 
title is vested. By referring to the 
check sheet at this time, it can be 
determined that the note and mort- 
gage have been properly signed by 
the title holders. When the insur- 
ance policies are examined, it can 
readily be determined that the in- 
surance is written in favor of the 
title holders. 

The reason that this sheet is re- 
ferred to as a check sheet is because 
of the fact that, after recording the 
necessary information from the first 
documents examined, subsequent 
documents are examined by check- 
ing against that information. 


BANKERS MONTHLY 


3_AUD _NO-LIEN CONTRACT 


WHEREAS it nas been agreed by and beteeen 


» hereinafter called “Gener”, and 


nereinafter callec “Contractor”, 


that said Contractor is to erect and complete for said Owner 





einafter referred to as "Bui lding and Appurtenances", on ing Teal es- 
tate in Allen County, Indiana: 


being presises __ nm in the City of Fort 
dayne, Indiana; and it is desired hereby to set fortn the teres amd conditions of 
said agreement; and 





REAS said Contractor, for nimself, and all sub-contractors, journeyzen, sa- 
chanics and laborers, and all other persons, firmjs and corporations, 
or, or furnishing satorials, or sachinery, in the construction of 

said bullding and appurtenances, cGesires to protect suic Jwner, his grantees, ven~- 

6, sortgagees, trustees, assigns, noirs anc devisees, against any and a]) 
secuanice liene for labor perforsec and eaterials, or sachinery furnishec, in the 
construction of sald building and appurtenances, and to saive and relinquish, for 
imee@lf, and for el] such sub-Contractors, journeyaen, saterial-cen, sechanice and 
laborers, and @1] other persons, fires anc corporations, any and al] right to clais 
or file « secnanice lien ageinet .aid buildings anc appurtenances, or any part 
taereof, and against said real estate, or any part toereof, by reason of any unpaid 
bills or cleias for labor perforsed and @aterial or sachinery furnished, in the con- 
struction of said bubléing and appurtenances; NOw, IHEREFORE, THls AGKEEZMENT wIT. 
NESSETH: 


Tne Contractor agrees to construct and complete said building and appurtenan- 
ces, and to furnish all saterials and labor roquired for the erection and complo- 
tion of said building and appurtenances, in accordance with tne drawings, plans 
and specifications furnisned by said Owner, enich are hereby asde « part of this 
contract; 


tor agrees to obtain and pay for all persits and licenses required, 
ll notices, pay all fees, and comply witn al] laws, ordinances, rules, 
ons bearing on tne perforsance of the work called by tals contrect. 
to comply « 1 provisions of the Indiana dorkzen's 
Compensation Act, and to hold and save the Owner narsless from any loss, damage or 
liability, by reason of the failure of said Contractor, or any intersediate con- 
tractor, sub-contractor, journeymen, material-sen and sechanics to cosp. with any 
of provisions of said law; 


The Contractor shall complete said contract and resove all surplus saterial 
and rubbish from the presises witnin __ days of the execution of tnis contract, 
unless prevented by fire, any strike in the building trade or other inevitable 
cause or accident; 


The Owner agrees to pay tne Contractor tne sum of 

Dollars, as follows: 
~ «nen foundation is in; 

enon house is roofed and shingled; 
enen nouse is plaster 
eee Sich is the balance of contract price, 
when the house is finisned to the satisfaction of tne Owner, and in accordance with 
said plans and specifications, and upon the Contractor snowing, to the satisfac- 
tion of tne Owner, that all bills ‘or labor and asaterials, furnished in the con- 
struction of said dwelling, garage, and appurtenances, have been paid by the Con- 
tractor. No payment sace under this contract, including the final paywent, shall 
be construed to be am acceptance by the Owner of defective work or aaterials. 


The Contractor agrees that he will pay promptly and in full, as and when they 
become due and payable, all bills and claias for labor performed and asterials or 
machinery furnished by al] sub-contractors, journeysen, sate: l-sen, sechanics and 
laborers, and by any and all other persons, firms and corporati » im the construc- 


tion of said building and eappurtenrnces; end thet he will keep seid buildings and 
appurtenances, and every pert thereof, ond seid real estste, and every port thereof, 
free and cleer of eny and ell rechenics liens for lebor performed ent mterisls or 
machinery furnished, by any such sub-contrectors, journeymen, mterisl-men, rechen- 
ies, laborers, or other persons, firms and corporations; 


The Contractor, for himself, and fer »11 sud-contrectors, journeymen, materinl~ 
men, mechenics and leborers, and all other persons, firms and corporetions, perforn- 
ing labor end furnishing oaterinle or machinery for the construction of said build- 
ing and appurtenances, does hereby azree that no lien or notice of lien erall be 
cleimed or filed it enid building and appurtenances, or any pert thereof, or 
against the real estete on which the same is lecated, or any part thereof; 


The Contractor, for himself, and for ell sub-contractors, journeymen, meterinl- 
men, sechanics,and laborers, and for any and 411 other persons, firms and corpors- 
tions, performing lebor and furnishing neterials snd mnchinery, im the construction 
of said building and eppurtenances, for which a mechanics lien micht be claimed or 
filed, do hereby expressly weive and relinquish ell rieht to claim or file a 
mechanics lien agein#& said building and appurtenances, or any part thereof, and 
agsinst said real estate, or any part thereof; 


The Contractor, for himself, and for all sub-contractors, journeymen, reterisl- 

» mechanics and laborers, and all other persons, firms and corporations, perforn- 
ing lebor end furnishing materials and machinery, in the construction of seid bui 
ing and appurtenances, does hereby agree that no contract, agreement, or understand- 
ing between said Contractor and any such sub-contractor, journeymen, raterisl-ren, 
mechanic, or leborer, or any other persons, firm or corporation, or any went of ac- 
tual notdce of the existence of this contract, on the part of any such sub-cc 
tor, journeyman, omteriel-mmn, mechanic or leborer, or other person, firm or cor- 
poration, shell in any way effect the terms hereof, or give any richt to file or 
claim 4 rechenics lien, by reason of any lebor perforred « t 1 machiner: 
furnished in the construction of smid building and appurten 3 and t any and 
all lebor performed end raterials and rachinery furnished in the construction of 
said building and appurtenances shall be deemed to have been performed end furnished 
in eccordance with the terms of this contract, end with full scceptence of the pro- 
visions against liens therein conteined; and that this contract shall be deered to 
be a complete defense against any attempt to claim or file » lien against said 
building and appurtenances, and any pert thereof, or ageinst said real estate or 
eny part thereof; 


IN WITNESS SWEREOF, the parties h hereunto set their hands this 


day of » Ae D., 193, 


STATE OF INDIANA } 
1 SS: Centractor 
ALLEN cowry ' 


Before me, the undersigned, a Notary Public in end for seid County and State 


appeared the ebowe named 


» ond 


—— 


» Personally known to me to be the persons 
who executed the attached Building and No-Lien contract, and acknowledged the exe- 


cution thereof to be their voluntary act and deed, for the uses and purposes there- 
in set forth. 


IN WITNESS WHEREOF, I have hereunto set my hand and affixed ay notarial seal, 


this day of » Ae Do, 193. 


en 
Notary Public, Allen County, Indiena 
My Commission Expires: 


These forms facilitate mortgage loan audits. Also used, but not 
illustrated, is the Affidavit of Title, which may be recorded in 
many states. Both face and reverse of the Building and No-Lien 
Contract are illustrated above. 


REAL ESTATE LOAN NUMBER 


ched Sy Adrinistrato: 











WORTGAGE APPRAISAL FORM 





Mortgagor. 


Street Address. 





—_—__—__—__—_>- 


Original Mortgage ¢ _Appraisal | Street No. 





Balance Due ¢ __|| Legal Description 








Lot No. 





| Building Description 











| Garage Description 
Size of Building * “T 


Type of Building _ 











Condition of Building 








Character of Neighborhood 





By whom occupied 





APPRAISED VALUE 


M Vol 





Commission Expi 





Appraised by 





loterviewed 





Abstract Certified To 
REMARKS: 














FORT WAYNE NATIONAL BANK 
Mortgage Department 











Bank Library Helps Develop Employees 


This library is more than a place to store books and periodicals. It is an 
unofficial training school for employees, a practical technical library, an 
important part of the bank’s social and recreational programs, and a 
source of many new business contacts for the public relations department. 


N EVALUATING the various per- 

po and employee relations 
activities of the bank, we find 

the bank library without equal as a 
ground school, so to speak, of the 
theory and practice of banking, and 
as a meeting place of officers and 
employees to stimulate and satisfy 
their intellectual interests. As such, 
it is of tremendous value in build- 
ing up individual efficiency and, to 
a like extent, in developing an intel- 
ligent organization. 

The Wells Fargo Bank & Union 
Trust Co. library is something more 
than a mere collection of books, 
periodicals, pamphlets, and research 
reports. Around it revolve the many 
social, educational, and other purely 
voluntary activities which benefit 
the individual and in one way or 
another add to the bank’s prestige. 

Thus, it is a source of pride to 
note that the A. I. B. educational 
classes are unusually well attended 
by the bank’s employees. In fact, 
this bank holds the record for such 
participation among banks in sim- 
ilar population centers. The bank 
library has had no small share in 
this. It is an important part of the 
work of the librarian to encourage 
attendance of educational classes, 
to make available the necessary 
supplementary reading matter, and 
actually to sign up employees for 
the courses. 

More recently, the library has 
assumed added importance because 
of its use in connection with educa- 
tional work undertaken by the bank 


By A. W. KOHNER 


Cashier, Wells-Fargo Bank and Union Trust Co., 
San Francisco 


itself, and related more directly to 
study of the bank’s systems. Thus, 
it is now the scene of a group dis- 
cussion held Monday, Wednesday 
and Friday, from 8.30 to 9.30 in the 
morning and participated in by 
members of the security analysis 
department, and others interested in 
this subject. A blackboard was 
made available to the group, as well 
as the many statistical reports and 
texts, which are part of the library’s 
equipment. 

The library’s value to public re- 
lations—or to put it more bluntly, 
as a factor in developing new busi- 
ness possibilities—has by no means 
been overlooked. Thus, sometime 
ago at the suggestion of the Trust 
Development Department, we set 
aside a special section equipped 
with standard works on wills, trusts 
and life insurance of interest to life 
insurance underwriters, and made 
available for their use. Included in 
these books are all the required 
reading which a person must do to 
qualify for the “Certified Life 
Underwriter” degree. Thus, by 
supplying a want for which there 
was special demand, the bank has 
earned the goodwill and friendly 
cooperation of men and women en- 
gaged in the life insurance business. 

The library collection is not 
limited to books on banking and 


finance, banking periodicals, and 
statistical reports. At the time the 
library was established many law 
volumes were scattered about in the 
various offices and departments. By 
placing the entire collection in one 
room, they were made available to 
everyone in the bank. The law 
book collection is now an important 
part of the bank library. 

And so also with periodicals, bank 
association reports, statistical ab- 
stracts, and such other items as 
crop market reports, mineral re- 
ports, and a considerable aggrega- 
tion of governmental literature, 
each of some special value to some- 
one in the bank. Yet, while dupli- 
cate copies of many of these reports 
existed, possibly gathering dust in 
some department, they were not 
always available to an employee in 
the bank who desired some special 
information for any purpose. Now 
they are at hand for immediate 
reference, indexed and classified 
whenever possible. 

One of the educational activities 
in the bank is a class in public 
speaking. Much original material is 
available to members of the group 
for the preparation of speeches and 
debates. The librarian is of help in 
tracing down facts and figures. 

Considerable material is also close 
at hand for the use of the credit 
department, the investment depart- 
ment—in fact, every department in 
the bank which is concerned with 
developments in finance and indus- 
try. The librarian is frequently 





Seven Unusual Library Services 


1. The librarian is “registrar” 
and “study supervisor” for the 
bank's A. I. B. members. 

2. The library is used as a 
classroom for the bank's own 
educational work. 

3. A special section on wills, 
trusts, and life insurance is par- 
ticularly valuable to the trust 
department and to insurance 
people throughout the city. © 
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4. A large and comprehensive 
section of legal volumes has 
been collected. 

5. There is a collection of sta- 
tistical abstracts, and reports 
from bank associations, govern- 
ment bureaus, and commercial 
organizations on every phase of 
business or banking in which the 
bank personnel might be inter- 
ested. 


a 


6. The library operates a rental 
section of current books of fic- 
tion, biography, history, and 
science, at nominal fees. 


7. The librarian, with extensive 
bank experience, assists in re- 
search work, manages the lunch- 
room, edits the bank's house 
organ, and works closely with 
the personnel department. 
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called upon to supply data on such 
diversified subjects as trade in 
grain, imports of soybeans, and ex- 
ports of orange oil. 

The successful operation of the 
bank library has been due in great 
measure to the fact that the person 
in charge of it has had considerable 
experience in the bank’s personnel 
department. She understands bank- 
ing and is acquainted with every- 
body on the staff. 

Formerly we employed a trained 
librarian for the work. While 
she had the technical training and 
experience, and contributed much 
to the building up of the library, 
the results were not entirely satis- 
factory. Since we adopted the 
present policy of putting a trained 
bank employee in charge of the 
library, attendance has increased 
from 88 to more than 200 employees 
in a relatively short time. That is, 
about one-third of the personnel 
makes use of the library facilities 
more or less regularly. This is still 
short of the mark, but we feel cer- 
tain that we are on the right track, 
and that the number will steadily 
increase. 

In addition to the regular library 
work, the librarian looks after the 
details connected with educational 
classes, announcing the courses and 
registering students. She is in 
charge also of the important per- 
sonnel activities, such as the opera- 
tion of the employees’ lunchroom. 
She edits the Wells Fargo Messen- 
ger, our house organ. And as 
already pointed out, much of her 








Starting with a few books and magazines borrowed or begged from various officers’ 
desks, the Wells-Fargo library (shown here in part) has grown to immense proportions. 


time is spent in research work. 

Also responsible for the popular- 
ity of the library has been the 
provision to circulate current books 
of fiction, biography, history and 
science on a nominal rental basis. 
The rentals pay the cost of the 
books. This service attracts some 
who ordinarily would not use the 
library, and others who should use 
it more. Along with banking and 
financial periodicals there is a fair 
representation of popular magazines 
of general appeal, as well as period- 
icals of special appeal to men, and 
to women. 

Not a day passes but some officer 
sends up a package containing 
periodicals and reports in which 
important articles dealing with 
banking and related subjects have 


been earmarked. The library has 
become an important clearing house 
of facts and opinions, with the 
librarian playing the role of a dis- 
seminator of the information, clas- 
sifying it, and wherever possible, 
calling it to the attention of in- 
dividuals with special interests in 
the respective subject. An impor- 
tant part of her equipment is a file 
listing bank employees who use the 
library, their special interests and 
their hobbies. This type of service 
has helped to make the library an 
important personnel activity. 

The officers and department heads 
have cooperated splendidly, contrib- 
uting rare volumes and assisting in 
the selection of books and period- 
icals purchased for the library. 





Seven Others Who Believe All Borrowing 
Should Be Done At The Bank 


F. L. O’Hair, president of the Central National Bank of 
Greencastle, Ind., evidently expressed the views of many 
of our readers, as shown by these seven letters which were 
inspired by his article in the March issue of this year. 


@ Your article “All Borrowing 
Should Be Done at the Bank”, which 
was published in the March issue of 
the Bankers Monthly was most in- 
teresting. I quite agree with you 
that there is considerable of this 
installment buying business which 
the banks do not obtain. Personally, 
I like that kind of business, and 
what little our shop has received has 
worked out very satisfactorily.— 
E. R. Manning, Cashier, The First 
National Bank of Southampton, 
N. Y. 


May, 1938 





@ I have just finished reading your 
article in the Bankers Monthly and 
I am very much interested in its 
contents. Would it be possible for 
us to get a set of the forms that you 
use in connection with the loans you 
described in your article?—M. W. 
Irgens, Cashier, Lancaster (Wis.) 
State Bank. 


@ We were interested in reading 
your article in the March Bankers 
Monthly, as we have been doing the 
same thing in a small way for the 


last two or three years. The out- 
standing balance on our loans is 
about $125,000 at this time. If you 
are willing to share your experience 
with us, we should like to know 
what rates you charge and whether 
you use chattel mortgages or condi- 
tional sales contracts on automobile 
deals. 

You also say that practically all 
your loans are placed on an install- 
ment basis, and we should like to 
have a sample of your note form.— 
Shelby T. Dexter, Asst. Cashier, 
First National Bank and Trust Co., 
Evanston, Ill. 


@ In the last issue of the Bankers 
Monthly, I had the pleasure of read- 
ing your splendid article about bor- 
rowing at your bank. This was very 
interesting to me, as we have been 
operating a personal loan depart- 
ment for about nine months with 
the very best of results, and while 


(Continued on page 306) 
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A Library For A Small Bank 


A good bank library logically results in better banking. Such a library is 


possible without excessive investment or elaborate physical arrangement. 


Here 


are definite suggestions as to what an “adequate” library might well contain. 


Perhaps many banks 
have not made an effort 
to develop a library be- 
cause the officers have 
felt that the cost would 
be too great. It is en- 
tirely possible, however, for even 
the smallest bank to have a quite 
adequate library without using more 
than three feet of shelf and with an 
expenditure of less than $100. 

There are 23 books listed here, 
which have been carefully selected 
from the library of the editorial de- 
partment of the Bankers Monthly, 
and which, it is believed, will cover 
all of the subjects likely to be needed 
for reference in a small or medium- 
sized bank. 

If all of these books are purchased, 
they will cost a total of $95.50. 
These books will provide reference 
material on the following important 
banking subjects: 

Accounting, Administration, Ad- 
vertising, Bank Buildings, Credit 
Analysis, Loan Management, Direc- 
tors’ Duties, Central Banking, For- 
eign Bank Systems, Investments, 
Laws, Money, Operation, Personnel, 





Public Relations, Trusts, and Gen- 
eral Reference. 

One book is suggested for Account- 
ing. It is arecent book, and it covers 
the whole subject of bank account- 
ing practice. This book is the cul- 
mination of an intensive study of 
this important subject. Previous to 
this, the publisher has issued other 
books on the subject; this one bene- 
fits from all of the experience that 
went before. 

The subject of Administration has 


been covered in two books, one 
called “Bank Administration’, the 
other, “Bank Cost Control.” The 


control of costs has become a very 
important part of bank administra- 
tion. 

Advertising for banks is ade- 
quately treated in one volume. 

Bank building ideas are given in 
one volume. 

The study of credits and credit 
analysis needs to be considered with 
bank loan management, and there is 
a book on each of these subjects in 
the list. 

One book is enough to give direc- 
tors an idea of their responsibility. 


There is one on the important sub- 
ject of central banking and the 
Federal Reserve System. 

One book treats of foreign bank- 
ing systems. 

Investments require three books: 
one on municipal bonds, one on how 
banks buy bonds, and one on secu- 
rity analysis. 

The laws .are digested 
volume. 

Money is treated in one volume, 
and money and banking in another. 

“Banking Theory and Practice,” 
and “How to File and Index” make 
up a set of two on the subject of 
bank operation. 

Personnel is treated in one book. 

Public relations from the bank’s 
standpoint requires one volume, and 


from the customer’s standpoint, an- | 


other. 


The book on trust service is a | 


treatise on the investment policies 
of trust institutions. 

The general reference book is an 
encyclopedia of banking and finan- 
cial terms. 

While these books are extremely 
valuable as reference works, all of 





Books Suggested For A Small Bank Library 


TITLE 


Bank Accounting Practice. . 
Bank Administration 
Bank Cost Control. ei 
Advertising for Banks. . : 
The Fundamentals of Good Bank Buildings. 
How To Evaluate Financial Statements. . 
Bank Loan Management.................. 
The Duties, Responsibilities, and Liabilities 
of Bank Directors . 
Central Banking Under the Federal Reserve 
| OGRE er. 
Minitinhwem.. 


Municipal Bonds. . 

How Banks Buy Bonds. 
Security Analysis. 

Banking Law Journal Digest. . 


A Primer of Money.. 

Money and Banking. . Pere Ris hawt away See 
Banking Theory and Practice............. 
How To File and Index.................. 
How To Succeed in the Bank . 


Public Relations For Banks. . 
How To Understand Banks. . 
Encyclopedia of Banking and Finance....... 
The Investment Policy of Trust Institutions. 
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them can be read entirely through 
with much profit. In fact, the pol- 
icies of the bank may safely be based 
upon the suggestions in several of 
these books. 

While only one book is suggested 
for directors, because it deals specif- 
ically of the director’s responsibili- 
ties, every book is important for 
every director. If some plan could 
be worked out so that every man on 
the board would, within a year or 
so, go through every book in this 
selection, not only would the bank 
be better managed, but the directors 
would protect themselves against 
serious personal losses that might 
result from their legal responsibility 
for the operation of the bank. 

While it might not be safe to base 
judgment entirely on the books sug- 


gested for a study of investments, an_ 


officer or an investment committee 
made up of officers and directors 
will better understand how to for- 
mulate policies and how to get the 
necessary information on all types 
of bonds. 

The book on public relations sug- 
gested for the use of bank customers 
might well be used first by directors 
and employees, and then passed 
around among customers. 

A bank having no trust depart- 
ment might consider it unnecessary 
to buy the book on trust investment, 
but a great deal regarding the bank’s 
own investments will be obtained 
from a careful reading of this book. 
There is hardly a bank that does not 
need this information, because of 
various trust services which the 
bank performs even though it may 
not be a trust company. 

These books may be had from the 
publishers as listed, at the prices 
indicated. While the individual 
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While possession of this collection is not guaranteed to make The Com- 
of Banking Knowledge pleat Banker of anyone, it does constitute a practical, minimum-sized refer- 


ence library on every phase of bank administration and operation. 


books may be bought separately and 
added to the library a few at a time, 
it is better to buy the whole group 
at one time. 

There are many other books in our 
editorial library on these same sub- 
jects, but these have been selected 
as the most recent and the most 
helpful for a small bank. This does 


Who Built America? 


At the end of a luncheon, the sec- 
retary of a large wholesale corpora- 
tion made this remark to the editor: 
“The retail store and the small town 
bank built America.” 

This was a summary of the 
luncheon conversation during which 
we had discussed the benefit bankers 
can be to local merchants. We had 
discussed experiences in which mer- 
chants had been greatly helped by 
the advice and sympathy of their 
bankers. 

A bank succeeds only as local 
business succeeds. But the bank 
helps local business succeed by pro- 
viding a place to store surplus funds, 
by making it easy to transfer funds 
to any point in the world, and by 
providing loans for commercial pur- 
poses, in addition to lending a sym- 
pathetic and understanding ear to 
the activities and problems of the 
local merchant. 

Without the small town mer- 
chants, there would be no wholesale 
houses. Without the wholesale 
houses, there would not be as many 
manufacturers. Distribution would 
be more expensive and far more 
difficult. 

Without local banks in the smaller 
places, the banks in the larger places 
could not be as large. Without our 


not mean that there are not other 
useful and valuable books, but in 
order to work out a suggested small 
library, it was necessary to limit the 
selection to only one book on a sub- 
ject. If any reader wishes a wider 
selection, information about other 
books on any specified subject will 
gladly be given by mail. 


inter-bank relations, known as the 
correspondent banking system, the 
cost of transferring funds would be 
almost prohibitive and: would be 
extremely difficult. 

Without this system, the ability 
of local communities to draw upon 
larger centers for additional funds 
to lend when needed would be 
greatly curtailed, if not entirely 
eliminated. 

Without the outlet provided by 
the small town banks, the city banks 
would have difficulty in taking care 
of their high overhead expense 
which cannot be avoided. 

Perhaps this man is right when 
he says, “The retail store and the 
small town bank built America.” 


In Re: Fingerprints 


If a crook should visit your bank, 
make a careful mental note of the 
parts of the counter or other furni- 
ture he has touched. When he has 
left, protect those places against 
being rubbed until a fingerprint 
expert from the state banking de- 
partment or from the Federal 
Bureau of Investigation has had an 
opportunity to make pictures of the 
prints. 
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Banks And The Federal Income Tax 


When is income not income, in the sense that it is taxable? This sixth 


taxation study clarifies the whole income tax picture, as it relates to banks. 


1 Banks are required to 
BANKERS pay the federal normal 
income taxes, capital 
stock taxes, excess prof- 
its taxes, and surtaxes 
upon improper accumu- 
lation of income. However, they are 
not subject to the tax on “undistrib- 
uted profits”, nor do they pay the 
same rate as other corporations. 
Along with other specified types of 
corporations, banks pay a flat rate 
of 15%, while the general rate on 
corporation incomes is graduated 
from 8% to 15%. This difference in 
percentages compels some banks to 
pay a larger normal tax than other 
incorporated businesses with com- 
parable incomes. The discrepancy is 
compensated for, however, by their 
freedom from the _ undistributed 
profits tax and certain important 
differences in the computation of 
“normal tax” net income. 

The benefits of these special pro- 
visions are limited to organizations 
complying with the official defini- 
tion of a bank: 


MONTHLY 
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“**q bank or trust company incorpor- 
ated and doing business under the laws 
of the United States (including laws 
relating to the District of Columbia), of 
any State,: or of any territory, a sub- 
stantial part of the business of which 
consists of receiving deposits and mak- 
ing loans and discounts, or of exercising 
fiduciary powers similar to those per- 
mitted to National Banks under Section 
1l(k) of the Federal Reserve Act, as 
amended, and which is subject by law 
to supervision and examination by State 
or Federal authority having supervision 
over banking institutions” (Section 104(a) 
Rev. Act, 1935) 


Certain types of financial institu- 
tions which would otherwise be 
taxable under the above definition 
are expressly exempted from all 
federal income and profits taxes. 
In the exempt groups are mutual 
savings banks having no capital 
stock, domestic building and loan 
associations (substantially all of 
whose business is confined to mak- 
ing loans to members), and cooper- 
ative banks without capital stock 
organized and operated on a non- 
profit basis. Credit unions are in 
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the same class as cooperative banks 
and receive the same exemption.(1) 

Corporations organized by farm- 

ers’ marketing or purchasing coop- 
erative associations or by their 
members, for the purpose of financ- 
ing their operations, are exempt to 
the same extent as mutual savings 
banks and cooperative banks. The 
laws exempting these organizations 
are strictly construed and they are 
required to confine their activities 
to the exact purposes set forth in 
the revenue laws. 
BASIS OF TAX The federal in- 
come tax is based upon the net 
income from business operations, 
personal services, investments, and 
any other sources of gain or profit. 
The entire income of a bank or other 
taxpayer is considered “gross in- 
come”, from which taxable net 
income is derived by a series of 
adjustments, exclusions, and deduc- 
tions. 

In arriving at their “normal tax 
net income” banks encounter prob- 
lems peculiar to their business. For 
instance, it is not always clear 
whether commissions and discounts 
on loans should be reported in their 
entirety at once or over a period of 
time, as they are earned. The solu- 
tion of such difficulties depends 
entirely upon the method of book- 
keeping followed by each bank. If 
its accounts are kept on the “accrual 
basis” then only the proportionate 
share of discounts and commissions 
earned during the year that the loan 
was made need be reported in its 
gross income for that period. On 
the other hand, banks which run 
on the “cash basis” cannot report 
unearned discount or commissions 
until the loan is sold to a third party 


(1) Sections 101(2) and 101(4) Rev. Act, 
1936; Art. 101(2)-1 and 101(4)-1 Reg. 94. 


or paid off by the debtor. While 
this seems contrary to good account- 
ing theory, it really is consistent ff 
accounting because the bank does 
not actually receive any cash until 
payment or sale occurs.(%) 

Other difficulties arise through 
the purchase and sale of securities 
and commercial paper between in- 
terest dates. In such cases, a por- 
tion of the interest has been earned, 
but is not yet due and payable. 
Usually the seller is reimbursed for 
interest accrued to the date of sale 
and must report that part of the 
purchase price as income. Later, 
when the accrued interest actually 
is paid, the purchaser who receives 
it need not include it in his gross 
income for that year. The theory is 
that the actual payment of the in- 
terest acts as a repayment of part 
of the cost. The same rules apply 
to bonds bearing negotiable interest 
coupons. If they are sold between 
interest dates and a part of the price 
represents interest, the seller must 
report it as income; but if the 
coupons are detached and negotiated 
separately, they become separate 
securities and no longer represent 
interest on the bond. Therefore, any 
profits or losses resulting from sub- 
sequent transactions are treated in 
the usual manner. (4) 
DEFAULTED MORTGAGES Dur- 
ing the past few years, banks, insur- 
ance companies, and other mort- 
gagees have made a practice of bid- 
ding in property on foreclosure 
sales for the amount of the defaulted 
principal plus accrued interest. This 
was done especially where the mort- 
gagor was given a period of redemp- 
tion so that if he should be able to 
redeem, the mortgagee could not 
possibly sustain a loss. While the 
principal purpose of this high bid 
was to protect the mortgagee, at the 
same time the mortgagors benefited 
by not having a deficiency judgment 
entered against them. In most cases, 
the actual fair market value at the 


(3) Blair vs. First Trust & Savings Bank 39 
F(2d)462 affg. 11 BTA i034, certiorari denied 
51 8S. Ct.; Columbia State Sav. Banks v8. 
Commr. 41 F(2d)923 affgy. 15 BTA—S. M. 
3820, IV—20CB 32. 


(4) Thompson Scenic Railway Co. vs. Commr. 
9 BTA, 1293 Acq. VII 10B 31. 
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time of the foreclosure sale was 
much less than the bid price. It was 
contended that the market value, 
rather than bid, should be consid- 
ered in determining whether there 
had been any gain from the trans- 
action. However, the Supreme 
Court has ruled definitely against 
this argument by refusing to look 
behind the amount that was bid. 
It now appears that a practice which 
seemed to be justified by prevailing 
conditions was, in reality, a very 
expensive procedure from the tax 
standpoint, since the amount of 
accrued interest included'‘in the bid 
price is now regarded as income. 

In Helvering vs. Midland Mutual 
Life Insurance Co., property was 
foreclosed and bid in for an amount 
equal to the principal in default, 
plus $5,456.99 unpaid interest.() 
After the period of redemption had 
expired, title was acquired by the 
insurance company and the mort- 
gage loan was closed out on its 
books. Thereafter, this property was 
carried as an asset, at a valuation 
equal to the principal of the mort- 
gage loan plus expenses incurred for 
taxes, legal fees, foreclosure costs, 
and insurance premiums. No book 
entry was made to show a receipt 
of income equal to the unpaid inter- 
est, nor was that item carried as an 
asset. Justice Brandeis, who deliv- 
ered the majority opinion for a 
divided court, held that the mort- 
gagee had legally obtained full pay- 
ment for principal and interest by 
including those sums in its bid 
price; therefore, it must pay income 
tax upon the interest received. The 
court emphatically stated that it 
would not be bound by the tax- 
payers’ interpretation of the effect 
of this transaction nor by the ab- 
sence of any bookkeeping entries. 
Such entries were said to be “of 
value as evidence but ** not deter- 
minative of tax liability.” 

The Midland Mutual Life Insur- 
ance decision has a double signif- 
icance for the banking profession. 
First of all, it clearly indicates that 
the courts will determine tax liabil- 
ity by the legal effect of any given 
set of facts. Secondly, that there is 
a vital necessity for considering pos- 
sible tax liabilities whenever there 
is a transfer of money, property, or 
intangible legal interests. A warn- 
ing to this effect was sounded by 
Mr. Justice Brandeis when he said: 


“There is nothing unfamiliar in taxing 
on the basis of the legal effect of a 
transaction. Income may be realized 
upon a change in the nature of legal 


(5) (1937) 300 U. 8S. 216, 57 S. Ot. 423. 
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right held, though the particular tax- 
payer has enjoyed no addition to his 
economic worth.” 


Before this decision, the Treasury 
Department allowed taxpayers a 
“capital loss’ deduction for the dif- 
ference between the amount of the 
bid and the fair market value of 
the property. For example, if prop- 
erty actually worth $20,000 was 
bid in for $40,000 the total loss 
would be $20,000. But the treasury 
allowed the taxpayer to deduct it 
only to the extent of $2,000, plus 
any offsetting capital gains. The 
theory was that the mortgage and 
notes, a capital asset, had been sold 
or exchanged for less than their full 
value or cost to’ the taxpayer. 

It was contended by the taxpayers 
that this ruling was contrary to law 
and unfair; that if any deduction 
was allowable, the full amount was 
deductible as a bad debt.(5@ How- 
ever, in the Midland Mutual Life 
Insurance case, the Supreme Court 
took an entirely different position 
by holding that the bid price for 
which the property was bought in 
at a foreclosure sale would be “con- 
clusively presumed” to be its fair 
market value. This means that no 
loss whatsoever now is deductible 
under these circumstances. As yet, 
the Treasury Department has not 
changed its regulations in accord- 
ance with this Supreme Court deci- 
sion, but probably will do so.(5>) 

On the other hand, when the bid is 
less than the outstanding mortgage 
debt, and the balance is uncollec- 
tible, a bad debt deduction may be 
taken if it is properly charged off 
on the books. A further complica- 
tion arises if the bid price is less 
than the mortgage debt, but the fair 
market value of the property is 
greater than the amount of the bid. 
The debt secured by a mortgage 
may amount to $40,000, but the 
property itself is worth only $25,000 
at the time it is bid in at a fore- 
closure sale for $20,000 by the mort- 
gagee. According to the Treasury 
Department, there would be an 
allowable deduction for a bad debt 
loss of $20,000. However, there also 
would be an offsetting capital gain 
of $5,000, on the theory that notes, 
which were a capital asset worth 
$20,000, had been sold or exchanged 
for property, another capital asset, 
worth $25,000. In short, the net loss 
would be $15,000. Both the result 
and the reasoning appear to be 


(5a) Sec. 23(k), Revenue Act of 1936; Art. 
23(k)-3 Reg. 86 and 94; cf. I. T. 3121 which 
seems to be overruled by the Treasury Depart- 
ment’s attitude in the case of Brawner Estate. 
86 BTA No. 145. 


(5b) Ibid; See also Par. 6029 383 OCH Stand- 
ard Federal Tax Service Page 8027. 





wrong since there was no actual sale 
of a capital asset, but merely a 
transaction which resulted in partial 
payment of a debt. 

REORGANIZATIONS Mergers, 
consolidations, and reorganizations 
of banks create intricate income tax 
problems which are outside the 


, scope of this discussion. One of the 


major principles to be kept in view 
in such situations is whether a pro- 
posed plan is likely to result in tax- 
able gain to any of the parties con- 
cerned. If so, it should be redrafted 
to accomplish a tax free transfer 
according to the procedure pre- 
scribed by law, which is highly 
technical and must be followed 
strictly. ' 


DEDUCTIONS Banks are partic- 
ularly concerned with the provisions 
for computing taxable income by 
deducting or excluding interest on 
tax exempt securities, 85% of the 
dividends received from domestic 
corporations, taxes paid to state or 
federal governments, bad debts, and 
losses incurred through the sale of 
capital assets. 

Every issue of so-called “exempt 
securities” must be carefully inves- 
tigated from the federal income tax 
standpoint, because not all secu- 
rities which themselves are free 
from taxation carry the same privi- 
lege for interest paid thereon. Un- 
qualified exemption is the rule for 
interest received on obligations of a 
state, territory, the District of Co- 
lumbia, or any political subdivision 
of these bodies. The term “political 
subdivision” is interpreted broadly 
by the treasury department to in- 
clude not only cities, towns, and 
other municipal corporations, but 
also any other division of a state 
which has the right to exercise part 
of its sovereign power. Public bodies, 
such as districts, authorities, com- 
missions, and bureaus are consid- 
ered divisions of the state govern- 
ment for this purpose and interest 
paid by them upon their bonds or 
other obligations is tax exempt. The 
official regulations expressly extend 
exemption to income consisting of 
interest from water, irrigation, rec- 
lamation, power, or drainage dis- 
tricts.(6) 

Any profit realized from the sale 
of tax-exempt state or municipal 
securities constitutes income which 
is taxable by the federal govern- 
ment.(7) A different rule applies 
where such securities were origi- 
nally issued for less than face value. 
After a period of doubt, the Treas- 
ury Department finally decided that 
(6) Sec. 22(b) (4) Revenue Act of 1936, 
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[2 BILLION KE 


TEN YEARS AFTER—George L. McCarthy, inventor 

of the Recordak and President of the Recordak Cor- “— 
poration, whose first perfected machine was placed 

in operation in May, 1928. 





ANT BE WRONG: 


i ar iy 


is is the Tenth Anniversary of an Idea which has grown into 


pw systems of operation in nearly 2000 banks, and is revolutioniz- 


ig the record-keeping methods of the world. 


PHOTOGRAPH doesn’t make 
r mistakes. A photograph can be 
de with the speed of light. 
Starting with these two facts, a 
anker conceived a method of cor- 
ing important deficiencies in the 
fethods of his business. 
|He understood a check to be a 
peeipt for cash paid out on order of 
depositor. 
He understood that when a bank 
pleased these receipts, at the end of 
month, all evidence of the exist- 
ice of the receipt and its authority 
was lost to the bank. 
With millions of checks issued 
ily, to him as a banker it was in- 
asistent that armed guards, ar- 
fored trucks, and machine guns 
ould attend every transfer of large 
ms—yet the transfer of equal 
ms in check form should be en- 
fusted to the mails, to the hazards 
fire and other vicissitudes of for- 
ine, or to the whims and vagaries 
depositors. 
‘He wanted evidence, other than a 
man and possibly faulty notation, 
t his bank had fulfilled its func- 
bn and discharged its trust. 
/Experience had taught him that 
lack of this evidence was a 
e not only of endless trouble, 


nECURDAh 


but of unproductive high costs. 

Out of this banker’s dissatisfac- 
tion, ten years ago, came the 
Recordak. 

The machine, as it exists today, 
photographs 140 checks per minute. 
It records 7,500 checks on a film 100 
feet long by 16 millimeters wide. 
This record can be stored in a space 
4 inches square by 34 inch deep. 

Last year Recordak recorded 
2,265,000,000 documents—about 
80% of them checks. 

In ten years, Recordak has re- 
corded about 12 billion items. 

Recordak has reduced the operat- 
ing costs in the bookkeeping depart- 
ment of banks as much as 45%, and 
in the transit department as much 
as 50%. 

The largest banks in the world use 
the Recordak—and many of the 
very small ones. 

More than 2,000 installations are 
now in operation. 

Recordak is not bought—it is 
hired. It pays its way as it goes, 
and more. It protects its employer 
and his employees. To the best of 
our knowledge and belief, no de- 
faleation involving a customer's 
account has ever occurred in a 
Recordak-equipped bank. 


Bankers led the way. Govern- 
ments, institutions, and mercantile 
establishments have followed. 

The U. S. census, Recordak- 
recorded, is being stored in a small 
room. 

Social Security records are on 
Recordak Film. 

The British Museum, the New 
York Public Library and many other 
libraries are having recorded hith- 
erto unduplicated manuscripts and 
books in the great libraries of 
Europe, for the benefit of scholars 
and as a safeguard against impend- 
ing hazards. 

Department stores and others are 
putting their accounts and inven- 
tories on Recordak Film. It pays. In 
case of fire, it pays tremendously. 

Paper disintegrates. Film is tough. 
Foremost newspapers are entrust- 
ing the day-by-day history told in 
their pages to the Recordak. Master 
negatives of these pages are stored 
in air-conditioned, fireproof vaults. 


* * 7 * 


Ten years—and 12 billion records 
can’t be wrong... Recordak Cor- 
poration, Subsidiary of Eastman 
Kodak Company, 3350 Madison 
Ave., New York, N. Y. 


Photographic 
Accounting Systems 








the entire discount should be treated 
as tax-exempt income by the origi- 
nal purchaser, if he retains such 
securities until their maturity. But, 
if the original holder disposes of 
them sooner, he can claim only a 
proportionate share of the discount 
as earned exempt interest. This pro- 
portion is allotted to each holder 
before maturity in the ratio that the 
number of calendar days he held the 
security bears to the total number 
of days between issuance and matu- 
rity.(8) 

Obligations issued by the U. S. 
Government or its instrumentalities 
and agencies are divided into two 
classes: those totally exempt as to 
principal and interest, and those 
only partially exempt. Direct obli- 
gations of the United States issued 
prior to Sept. 1, 1917 and all inter- 
est received thereon are totally tax- 
exempt. This same sweeping exemp- 
tion has been granted to interest on 
Treasury notes and bills. In the 
case of Treasury bills, any gain de- 
rived from their sale is exempt also. 

Complete exemption from normal 
income taxes and a limited free- 
dom from surtaxes is carried by 19 
issues of Treasury Bonds dated from 
Oct. 16, 1922 to Dec. 15, 1939. Series 
A, B, and C of the U. S. Savings 
Bonds, issued since 1936, bear the 
same exemption. Wishing to en- 
courage a wide distribution of own- 
ership, Congress limited surtax ex- 
emption on these securities to the 
interest received from a principal 
amount aggregating not more than 
$5,000 in value. Interest from a 
larger principal amount is subject 
to the excess profits tax and to the 
surtax on improper accumulation of 
surplus. 

Both principal and interest on the 
obligations issued by the various 
federal corporations and instrumen- 
talities are exempt only insofar as 
may be provided by the Acts of 
Congress authorizing them. The 
laws creating and authorizing the 
Pode, ds; 3B. HM. ©. 1. Ce end BR. F.C. 
expressly exempt their securities 
from all taxes except surtaxes which 
may be imposed at any time by the 
United States. 

Stocks, debenture, and other secu- 
rities of the Federal Land Banks, 
Intermediate Credit Banks, and Na- 
tional Farm Loan Associations have 
a broader exemption and are sub- 
ject to neither the normal income 
tax nor any surtaxes. This protec- 
tion is afforded also to first mort- 
gages executed as security to any of 
Ay nite vs. Bunn, 282 U. S. 216, 51 8S. 


(8) G. C. M. 10452, XI—10B 18. 
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these farm loan agencies. The Treas- 
ury Department has decided that 
this exemption follows such mort- 
gages into the hands of any private 
individual or corporation who may 
later purchase them from the fed- 
eral agencies. 

Dividends and other income from 
stocks in the Central Bank for Co- 
operatives, production credit cor- 
porations and associations or banks 
for cooperatives, organized under 
the Farm Credit Act of 1933, are 
subject to all normal taxes and sur- 
taxes. This lack of exemption is the 
direct result of the wording of the 
Farm Credit Act which fails to pro- 
vide any such immunity. Of course, 
both the income and principal of 
this type of security would be 
exempt from all state taxes.(9) 

Banks which are members of the 
Federal Reserve System and hold 
stock in Federal Reserve Banks are 
not required to pay any federal in- 
come tax upon dividends they may 
receive from such shares. The origi- 
nal Federal Reserve Act of 1913 in- 
corporated this exemption and it 
has never been modified. An equal- 
ly broad immunity is extended to 
all obligations of the F. D. I. C. 


SALE OF CAPITAL ASSETS All 
gains derived from the sale of capi- 
tal assets are considered income and 
must be reported in full. Individ- 
uals are given the benefit of report- 
ing only a percentage of gains from 
this source, depending upon the 
length of time the asset was held be- 
fore sale, but corporations must re- 
port the entire amount. Property 
need not be devoted to any particu- 
lar use nor held for any specified 
length of time, in order to qualify 
as a capital asset. According to the 
latest amendments to the law, al- 
most any property which is not part 
of a stock in trade, or held for 
resale, is a capital asset. Therefore, 
investments in bonds or other secu- 
rities are in this category, whether 
made out of the bank’s capital or 
with money deposited by its cus- 
tomers. 

The difference between the treat- 
ment of capital gains and losses sus- 
tained by individuals and those of 
corporations is quite important. 
The present revenue laws do not 
permit any taxpayer to take a de- 
duction for capital losses for more 
than $2,000 plus the amount of any 
capital gains occurring in the same 
taxable year. It is obvious that a 
corporation which must report its 
entire capital gains may not pos- 


(9) G. C. M. 18893. Art. 22(b)(4)-4. Reg. 94; 
Art. 22(b)(4)-2. Reg. 94. 





sess a large enough capital loss in 
the same period to offset the full 
amount of gain. 


SECURITY LOSSES. Special pro- 
visions are made for losses from the 
sale of coupon-bearing or registered 
corporate or governmental securities 
owned by banks or trust companies, 
The benefits of this portion of the 
law are limited to institutions, a 
substantial part of whose business 
is the receipt of deposits. Any losses 
from this source are deductible in 
full, to the extent of the difference 
between sale price and par or face 
value. If, for example, a $1,000 reg- 
istered corporate bond was pur- 
chased by a bank at its face value 
but was later sold for $600, the full 
$400 loss could be deducted. But, if 
the bond had sold at a premium, 
costing $1,100 and was disposed of 
for $600, the deductible loss still 
would be only $400. The difference 
between par and cost, if that is 
higher, is subject to the usual limi- 
tations on capital losses. If, instead 
of selling below par at a loss, the 
bank had been able to secure more 
than par but less than cost, the full 
loss would be subject to the usual 
rules limiting capital losses to $2,000 
plus capital gains. 

It must be understood that the 
above rules for more liberal allow- 
ances for bond losses apply only 
where they have been sold and 
never when they are exchanged. 
Retirement or refunding, prior to 
maturity, is considered an exchange, 
rather than a sale, and the special 
bond loss rule does not prevail.(?° 


WASH SALES Losses incurred 
upon the sale of securities may not 
be deducted if the bank repurchases 
substantially identical securities or 
has contracted to repurchase them 
within 30 days before or after a los- 
ing sale. It makes no difference 
whether a “wash sale” was moti- 
vated by sound business’ judgment 
and was a transaction in the regular 
course of business, or whether its 
sole subject was to establish a book 
loss to offset taxable gains. Regard- 
less of the motive, the loss is dis- 
allowed if the prohibited double 
transaction occurs during this 61- 
day period. The ending of a taxable 
year shortly after a sale has been 
completed does not interrupt the 
running of this time limit. Should a 
bank on a calendar year basis, for 
example, sell bonds at a loss on 
December 23rd and repurchase sub- 
stantially identical securities on Jan- 
uary 15th, the wash sale rule applies 


(10) Section 117 F. Revised Act of 1936; G. 
Cc. M. 15766, XV 1 OB 128. 
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and no loss can be deducted. The 
net result of a wash sale to establish 
losses is as if no sale had ever taken 
place. When the re-acquired secu- 
rities are disposed of, the cost of 
the original holdings rather than 
their own cost will be the basis for 
determining loss or gain. A differ- 
ent rule applies, however, when a 
“wash sale” transaction results in 
gains rather than losses. All of the 
gain is recognized for income tax 
purposes, even though securities 
substantially identical with those 
sold at a profit are repurchased 
within 30 days before or after such 
sale. Consequently, when there 
have been large capital losses dur- 
ing a taxable year, it may be advis- 
able to sell other capital assets at a 
profit to establish offsetting gains. 

Two classes of taxpayers are ex- 
empted from the penalties imposed 
on wash sales. An individual is 
permitted to wipe out a loss by re- 
purchase within the 61-day period, 
if he does so in connection with his 
trade or business, and secondly, a 
dealer in securities, whether an in- 
dividual or a corporation, may take 
losses on wash sales if his holdings 
were disposed of in the ordinary 
course of his business as a dealer. (11) 


SHRINKAGE IN VALUES Ordi- 
narily, the taxpayer must run the 
risk of fluctuating market values 
and cannot deduct any losses on 
that account until the securities are 
sold. An exemption to this general 
rule is made for the benefit of deal- 
ers in securities. They are allowed 
to take losses caused by market 
fluctuations, by filing inventories of 
all securities on hand at the open- 
ing and closing of the taxable year. 
These securities can be listed at cost, 
or at cost or market, whichever is 
lower, or at market value. Any 
losses disclosed by the valuations 
set forth in such an inventory are 
deductible, even though the secu- 
rities themselves have not been 
sold. Likewise, gains are taxable as 
income to taxpayers using this in- 
ventory system. 

Banks and other taxpayers who 
buy and sell or hold securities for 
investment, on their own account, 
cannot inventory their holdings for 
income tax purposes, as they are 
not considered dealers. In previous 
years, the courts have approved the 
use of inventories in a few cases 
where the evidence showed that a 
bank maintained a regular bond 
department, kept separate ledger 
accounts on bonds held for resale, 
(11) This is a brief summary of Sec. 118, 


Rev. Act of 1936 and Art. 118-1 (Rea. 94) 
which should be consulted for further analysis. 


296 


and was licensed under state laws 
to sell securities. Under the present 
laws, however, banks cannot become 
security dealers, except through 
affiliates organized for that pur- 
pose, and cannot inventory their 
holdings.(1?) 


WORTHLESS STOCKS Stocks 
which become totally worthless 
may be deducted as a loss without 
first being sold, so long as this is 
done during the taxable year in 
which they completely lose their 
value. Worthlessness must be dis- 
tinguished from market fluctuations 
which may drive a stock so low that 
it has no market value: this term 
can be applied only when the cor- 
poration issuing a stock becomes 
insolvent, goes into bankruptcy, 
abandons all business activity, or 
loses its principal properties through 
foreclosure of mortgages. The 
taxpayer must be prepared to prove 
these facts before the govern- 
ment will concede the deduction. 
The purpose of this rule is to give 
the taxpayer the benefit of circum- 
stances beyond its control, but it 
does not extend to speculative losses. 
Banks are treated somewhat more 
liberally than other corporations, in 
that the orders of state or federal 
authorities requiring them to charge 
off stocks as worthless or write them 
down to a nominal value are taken 
as prima-facie evidence of these 
facts. Nevertheless, there is no con- 
clusive presumption, as in the case 
of bad debts, that worthlessness 
actually exists should the govern- 
ment choose to dispute it. Nor is 
there any positive requirement that 
the stock must be charged off in the 
books or an attempt made to sell it. 
Since the financial difficulties of 
the issuing corporation frequently 
are the reason for a decline in mar- 
ket values, a taxpayer sometimes 
may find it advantageous to wait for 
further developments which will 
make a stock worthless. Once the 
stock becomes worthless, it can be 
charged off in full, whereas a loss 
resulting from a sale of depreciated 
stocks would be subject to the usual 
limitations. The elimination of this 
provision after 1937 has been rec- 
ommended to Congress. If this is 
adopted, then worthless stock de- 
ductions will be treated the same as 
all other capital loss deductions. 


BAD DEBTS Debts which become 
worthless must be charged off with- 
in the taxable year during which 
that fact is ascertained and the tax- 
payer must be prepared to prove 


(12) Harriman Nat. Bank vs. Commr. 43F (2d) 
950; Minn. 3990, XII-1CB 99; Squire vs. 
Denman 18 F. Supp. Art. 22(c)-5 Reg. 94. 





that the amount is uncollectible or 
that an action to collect would be 
futile. Banks are relieved in part 
from this restriction; the official 
regulations state that debts which 
are wholly or partially off in obedi- 
ence to the orders of state or federal 
supervisory authority shall be “con- 
clusively presumed” to be worthless 
or recoverable only in part. While 
this relieves them from the neces- 
sity of proving the lack of value, 
banks still must charge off the debt 
within the year that the order is 
received. Otherwise, the right to 
deduct is lost entirely. 

Clearing house examiners are 
employees of a private organization 
and have no officially recognized 
authority over banks. Their recom- 
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mendations for the charge-off or | 


write-down of assets is not given 
the same standing as the orders of 
a federal or state bank examiner or 
examiners employed by the Comp- 
troller of the Currency, the Federal 
Reserve System, or the F. D. I. C. 
Likewise, Bondholders’ Protective 
Committees are unofficial groups 
and no presumption of worthlessness 
follows from compliance with their 
suggestions to cancel all or a part 
of the face value of bonds. 


Some book entry is necessary to 
evidence the charge-off, but the 
chief requirement is that the worth- 
less debt be eliminated from the list 
of balance sheet assets. Ordinarily, 
the entry must be made within the 
taxable year in which the fact of 
worthlessness was ascertained, but 
a charge-off will be allowed if the 
proper notation is made soon after 
the close of that year and before the 
books finally are ruled off. This is 
in accordance with the generally 
recognized necessity for allowing a 
reasonable time to wind up the pre- 
vious year’s business. Anticipating 
actual worthlessness by a prema- 
ture charge-off is not fatal, since the 
entry remains effective as a basis 
for future deduction when it actu- 
ally is justified. 

Creditors are supposed to keep in 
touch with the financial condition of 
their debtors, by means of either 
certified audit reports or informa- 
tion from other reliable sources. 
Charge-offs based solely upon a 
pessimistic attitude toward business 
conditions are not recognized by the 
Treasury Department, even though 
the Board of Tax Appeals has stated 
that during a depression it would be 
satisfied without specific proof of the 
poor financial status of each indi- 
vidual debtor. 

Where partial worthlessness can 
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be established, a deduction is al- 
lowed under the same conditions as 
other bad debts. Should a partially 
worthless debt later become totally 
worthless, the balance may then be 
charged off and deducted. However, 
no partial deduction will be made 
for debts which have been compro- 
mised even though their validity or 
the amount due was in dispute. 
This rule is unfair to taxpayers— 
especially to banks who depend 
upon the good will of the public. 


The rules pertaining to bad debts 
make it extremely difficult for tax- 
payers who wish to proceed cau- 
tiously before acknowledging that a 
debt is uncollectible: if they wait 
too long, they lose the deduction 
entirely, and if they act too soon, 
the Treasury Department will dis- 
pute the claim, sometimes prolong- 
ing the matter for five or six years. 
By the time the courts render a final 
decision, the proper taxable year 
may no longer be open and the de- 
duction is outlawed.(13) 


LIFE INSURANCE Life insurance 
policies frequently are assigned to 
banks as security for loans which 
later may become worthless. Some- 
times the bank will agree to pay 
the premiums or does so in order to 
keep its security alive; such pay- 
ments may be deducted by it as 
ordinary and necessary expenses of 
doing business. Should debts so 
secured later be ascertained to be 
worthless, the bank may cancel the 
policy, draw the cash surrender 
value and charge off the difference 
between that amount and the face 
value of the debt. If the debtor goes 
into bankruptcy, a bad debt deduc- 
tion may be taken in the year the 
estate finally is settled, equal to the 
difference between the unpaid debt 
and the cash surrender value of the 
policies plus all dividends received 
in the course of liquidation. 


Term insurance presents a slight- 
ly different problem, because it has 
no cash surrender, extension, or 
paid-up insurance value. When a 
note is secured by term insurance, 
the loss may be deducted in full 
upon being ascertained to be worth- 
less, and charged-off even though the 
policy itself is continued in force. 
The same rule applies to life insur- 
ance, the face value of which ex- 
ceeds the amount of the debt. The 
bank may, if it chooses, continue to 
pay premiums after the debt itself 
is charged off, but it will have to 
report the full amount it receives 
when the insured debtor dies. This 


(13) G. O. M. 8354, 1987 10B 79; 
Nat'l. Bank of Orange, 33 BTA 758. 
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is in line with the general rule that 
all recoveries on charged-off debts 
are considered to be income during 
the taxable year when such recov- 
ery occurs.(14) 


RESERVE METHOD Instead of 
taking specific deductions for bad 
debts, a reserve may be established 
for that purpose. Then, when debts 
become worthless, they are charged 
against this reserve instead of being 
taken out of current income. An- 
nual contributions of reasonable 
amounts based upon previous credit 
experience and general business 


(14) Pirst Natl. Bank of Key West vs. Commr. 
26 BTA 870, Acq. XI 2 OB 4. 





conditions are deducted each year 
from gross income and added to the 
reserve. 

A bank is permitted to report its 
income on a cash basis and, at the 
same time, to use the_ reserve 
method for handling bad debts. 
While it is not a completely con- 
sistent system of accounting, this 
practice has been approved by the 
Treasury Department as a means 
of enabling banks to anticipate 
losses that they may reasonably ex- 
pect within the year.(15) 

TAXES A deduction is allowed to 
(15) First Natl. Bank of Omaha vs. Commr. 
17 BTA 1857, Acq. 1X 2 CB 20. 


297 








Where 


correspondent bank relationships 


go beyond 


routine performance 


CONTINENTAL ILLINOIS 
NATIONAL BANK 


AND TRUST COMPANY 
OF CHICAGO 


Member Federal Deposit Insurance Corporation 


banks for all state taxes levied upon 
their property, incomes, or business. 
Federal income taxes are not deduc- 
tible, but all business, license, privi- 
lege, excise, and stamp taxes paid to 
the federal government may be de- 
ducted. Both capital stock taxes and 
excess profits taxes may be de- 
ducted also in computing net income 
subject to the normal tax. 

When a bank pays share taxes on 
behalf of its stockholders for which 
it receives no reimbursement, the 
amount of such payments is a de- 
ductible item. The shareholders 
themselves are not allowed any 
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deduction and do not need to report 
the amount of taxes paid by the 
bank to protect their interests. Many 
states do not require banks to pay 
the share taxes directly, but, never- 
theless some organizations have 
made a practice of crediting the 
checking accounts of their stock- 
holders with an additional deposit 
large enough to pay the state taxes 
on bank stocks. At one time, the 
shareholders were required to re- 
port the amount deposited as addi- 
tional income on the theory that 
they had received the dividend, but 
at the same time they were allowed 





a deduction for the taxes paid. The 
present rule is contrary: The bank 
may deduct the amount credited to 
the shareholders’ accounts, as this 
practice is considered the equivalent 
of a direct payment of taxes.(76) 


EXPENSES All ordinary and 
necessary expenses incurred in car- 
rying on a business are deductible 
from gross income. Rent, fire insur- 
ance premiums, office supplies, ad- 
vertising expenses, and the cost of 
painting and decorating business 
premises are familiar examples. 
The cost of incidental repairs to 
business premises or equipment is 
generally considered a business ex- 
pense, provided the repairs do not 
add any material amount of value 
or prolong the useful life of the 
property. Replacements or improve- 
ments which restore business prop- 
erty to new conditions or greatly 
increase its future period of service 
are rated as capital investments 
rather than ordinary expenses. The 
cost of capital improvements is re- 
coverable by annual depreciation 
charges spread out over each year 
of the property’s total useful life. 
In the case of bank premises, the 
largest annual depreciation rate is 
2%4% but the actual rate varies with 
the age, physical condition, and type 
of construction of each individual 
building. It is a well-known fact 
that the period of economic useful- 
ness of bank structures usually is 
less than their actual physical life 
and this factor should be consid- 
ered in fixing the depreciation rate. 
Modernization and rearrangement 
of bank interiors presents some dif- 
ficult problems. If the rearrange- 
ment is undertaken for the sole pur- 
pose of accommodating and expand- 
ing business without improving the 
structure itself, the labor and mate- 
rial costs probably will be allowed 
as a deductible business expense. 
However, if the building is remod- 
eled or new premises are obtained, 
and the walls, partitions, plumbing, 
electrical wiring, elevators and so 
forth are removed or replaced, the 
expense is a capital expenditure 
which cannot be deducted in full 
during any one year. Whenever 
possible, the government tries to 
classify a repairing or remodeling 
program as a capital investment so 
that it is necessary to have proof of 
the purpose, character, and cost of 
the different items involved.(27) 


It is admitted that business bene- 


(16) Section 23(a) Rev. Act of 1936; Art. 
23(d)-1 Reg. 94. 

(17) Section 23(a) Rev. Act of 1936; Art. 
23(a)-1 Reg. 94; Conn. Mutual Life Ins. Co. 
vs. Eaton, 223 Federal 1022. afg 218 Fed. 
206; Yost & Herrell 2 BTA 745 (purchasing 
and rearring building). 
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fits accrue to a bank by reason of its 
membership in a clearing house 
association or in state or national 
bankers associations; consequently, 
dues paid to such organizations al- 
ways are deductible as business ex- 
penses. The same rule is applied to 
subscriptions to banking or business 
publications as well as to the cost of 
services supplying information on 
real estate, taxation and other cur- 
rent problems.(18) 


ASSISTING COMPETITORS Any 
amount expended for the elimina- 
tion of competition by purchasing a 
rival bank is considered a capital 
investment rather than a building 
expense. The cost of any land, 
buildings, or equipment acquired by 
the purchaser is recoverable by de- 
preciation charges. Whatever gain 
or loss is realized upon the disposi- 
tion of other assets such as notes, 
mortgages, and accounts receivable 
will be treated in the usual way. 
Mergers and reorganizations create 
special problems which cannot be 
discussed appropriately in a general 
article. 


During the banking crisis of 1932 
and 1933, competitors frequently 
found it necessary to assist each 
other to stay in business. In some 
communities, rescue parties were 
organized for the sole purpose of 
raising additional capital to help 
rival banks which were in a weak- 
ened condition. While the rescuers 
usually acquired collateral security 
or an interest in the rescued bank, 
this was not always true and, for 
some time, the status of unsecured 
contributions to such rescue funds 
was doubtful. 


The Treasury Department con- 
tended that any assistance rendered 
in the form of rescue parties either 
was an outright contribution for 
which no deduction could be allowed 
or else that they were loans which 
should have been treated as bad 
debts. Since many of the banks par- 
ticipating in these rescues had not 
listed their unsecured contributions 
as an asset and did not later charge 
them off as bad debts, a ruling in 
favor of the Treasury would have 
deprived them of a deduction on this 
score. The question has recently 
been passed upon by the Board of 
Tax Appeals, which decided in favor 
of the taxpayer. Such contributions 
were declared to be an ordinary 
business expense, deductible in the 
year when they were paid out. In 


(18) First National Bank of Omaha 17 BTA 
138 (reversed on other issues in 49 F(2d) 70) 
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THE BIGGEST TELEPHONE VALUE FOR YOUR MONEY 


Nowhere in 


the world do 


people get so much for their 


telephone money as in 


America. No other people 


get so much service and such 


good service at such low cost. 


BELL TELEPHONE SYSTEM 


the leading case on this subject, a 
national bank contributed $10,000 
to a rescue fund which was paid 
over to an out-of-town bank as con- 
sideration for taking over the assets 
and assuming the liabilities of a 
competing bank. The directors con- 
sidered their contributions to be 
a total loss immediately, since their 
bank received nothing in return, but 





believed it to be a justifiable ex- 
pense. As a matter of fact, it was 
really the cheapest means of safe- 
guarding their own depositors and 
stockholders since the failure of one 
bank at that time would have un- 
dermined public confidence in all 
banks. (29) 


CHARITABLE GIFTS Under the 


(19) First National Bank of Skowhegan, Maine 
vs. Commr. 35 BTA 876. 
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No Banking Problem 
Requires 
More Careful Attention 


“The present high proportion of investments 
may be abnormal, but investment securities may 
continue to constitute an important, if not 
a predominant, part of banking assets. No . 
banking problem requires more careful and 
intelligent attention than that of portfolio 
investment.” 


From “Statement of Principles and Standards 
of Investment for Commercial Banks” recently 
issued by the American Bankers Association. 





Ilorin TRUST COMPANY, through its Invest- 


ment Advisory Service, has for several years provided 
highly specialized guidance to banks throughout the United 
States in the formulation of investment policies and in the 
supervision of bond portfolios. 


This service includes weekly and monthly comparative 
statistical tabulations of actively traded bonds, semi-annual 
surveys of the leading industries, and detailed analyses of 
individual bank portfolios as well as advice on specific 


investment problems. 


Financial institutions throughout the country are cor- 


dially invited to make use of our comprehensive facilities. 


MANUFACTURERS TRUST 
COMPANY 


Investment Advisory Division 


55 BROAD STREET, NEW YORK 


laws in force prior to 1936, banks 
could not deduct any contributions 
to civic enterprises or charitable 
institutions, even though their re- 
fusal to contribute would have 
alienated the good will of the com- 
munity. It was recognized, how- 
ever, that certain types of contribu- 
tions resulted in direct benefits and 
these were allowed as necessary 
business expenses. In this category 
were included such expenses as the 
cost of retaining the good will of 
employees by means of dances, 
educational programs, and so forth. 
Entertaining customers and the ex- 
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pense of Christmas presents to 
actual or potential customers were 
placed in the same class, but the 
taxpayer was required to establish 
a reasonable relationship between 
such expenditures and its business. 

Since 1936, banks and other cor- 
porations have been allowed to de- 
duct up to 5% of their net income 
for charitable contributions. While 
the law does not say so expressly, 
the Treasury Department insists 
that the type of contributions pre- 
viously deductible on the business 
expense theory are no longer allow- 
able in addition to the contributions 





permitted by statute. All contribu- 
tions in excess of 5% probably will 
be disallowed.(#9) Important revi- 
sions of the income tax laws are 
being considered at the present ses- 
sion of Congress, but since they will 
apply only to 1938 and subsequent 
years, income tax liability for the 
years 1936 and 1937 will not be 
affected. 

(20) Merchants Natl. Bank of Mobile vs. 
Commr. (1937) 90 F (2d) 223 affg. BTA 


( 
Memo opinion. 1987 C. C. H. 


Standard Federal 
Tax Service 9309. 


This Policy Increases 
Trust Business 


(Continued from page 277) 


ciaries, enters when the trusts are © 


oes 


areca 


established. There are individuals | 
who, when they decide to create a | 


trust, incorporate certain provisions | 


for the needs of their families in the 
years to come. A study is made by 
our officers of the special provisions 
in each case before recommending 
them to the customer’s attorney who 
is to prepare the trust agreement. 
Not only is the customer thoroughly 
questioned regarding his wishes and 
desires, but numerous plans are con- 
sidered carefully before the final 
decision. 


If this plan is followed, there is | 


little prospect of friction in years to 
come. The settlor will not admonish 
the trust officer if the plans do not 
turn out correctly. He will realize 
that the trust officer and attorney 
endeavored to cover every contin- 
gency. : 

Just as this method is so necessary 
when trusts are established, so is in- 
telligence and a complete knowledge 
of trust laws vital in the administra- 
tion of the trust. Even though state 
laws prescribe the type of securities 
in which trustees may invest, much 
diligence is required in choosing the 
right securities. We solve this prob- 
lem by a method of “double check.” 

When we decide to purchase stocks 
or bonds for trust investments, a 
meeting of the investment com- 
mittee, which is composed of senior 
trust officers, is held. They choose 
certain stocks or bonds or mortgages 
which they feel will suit the need of 
the particular trust. After their list 
is completed, they request recom- 
mendations from an outside invest- 
ment counselor. Then the two lists 
are compared and the final selection 
made by the committee from both 
lists. The members of the invest- 
ment committee do not depend 
entirely on their own judgment 
when choosing securities. Investment 
counsel and various financial serv- 
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ices, such as Moody’s and Poor’s, and 
other financial information is con- 
sulted before the final selections are 
made. Thus they actually compile a 
cross section of opinions before the 
actual investment is made. 

In certain trusts, the settlor retains 
a voice in the buying of any security 
for the trust. This eliminates some 
of the difficulties which might arise 
when securities are purchased or 
sold in a rising or falling market. 
The interested persons are advised 
of the market conditions and they 
then understand and realize some of 
the investment problems.’ 


Loan Hazards Of The 
Auto Finance Business 
(Continued from page 276) 
tested for by the fact that the pool 
of $1,500,000 contributed to publicize 
“National Used Car Exchange 
Week” with its resultant newspaper, 
radio, billboard and magazine ad- 
vertising was raised among manu- 
facturers. 

Perhaps the most popular opinion 
in this connection is that wide use 
of floor plan credit on used cars has 
contributed as much as any other 
single factor. It is recognized that 
floor plan financing of new units is 
perhaps a sound and proper method 
of obtaining finance deals when the 
cars are sold at retail. When, how- 
ever, the floor plan loans are ex- 
tended to include a_ substantial 
inventory of used cars, is it not safe 
to say that the finance company is 
contributing to a pyramiding of the 
dealer’s used car inventory and at 
the same time making it so easy to 
obtain money that he may become 
over-enthusiastic in his trade-in 
allowances and start trading dol- 
lars? 

Remember, in many instances, the 
small dealer’s equity in his business 
is represented by his used car in- 
ventory. If this is pledged to a 
finance company, the temptation to 
swerve into a line of least resistance 
(let the lender have the collateral) 
is strong, particularly when both 
new and used automobiles are diffi- 
cult to sell, as at present. 

It will take only a few hours to 
check on the situation of a few rep- 
resentative large and small dealers 
in your town. Their position may 
Surprise you. For the past several 
weeks, finance companies have been 
holding extensive auctions of repos- 
sessions in the metropolitan centers 
of the country. These sales are, for 
the most part, not open to the public, 
but a visit to one of them will show 
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substantial blocks of cars being of- 
fered for sale. 


Recently in the state of Illinois, 
the auditors for the Sales Tax Divi- 
sion have developed irregularities in 
the tax returns of several dealers 
covering automobiles sold at retail 
on which the proper tax was not 
remitted to the state by the dealer, 
Tax receivers have been appointed 
to dispose at auction or otherwise of 
the used car stock of such dealers, 
notwithstanding any lien which a 
finance company may have for a 
floor plan loan. There are retail 
sales tax laws in other states. A 





brief investigation in your own town 
into this situation may produce an- 
other surprise. 


It is not my intention to create any 
measure of alarm regarding auto- 
mobile finance companies. I wish 
only to repeat that a knowledge of 
all of the facts, all of the circum- 
stances, and all of the contributing 
conditions is not only desirable but 
necessary during these trying times. 
Your finance company customers 
will gladly take you in detail 
through their problems; will bring 
you face to face with the facts, and 
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counsel with you for a solution. Table IV. A Comparison of the Ranking of Companies on the Basis 
of the Days’ Collections to Pay Current Debt and Other Ratios 


They desire and expect you to know 
their business as intimately as they. 
themselves know it. And why 
shouldn’t they? 

Your investment in their business 
is twice as great as theirs! 


Test Finance Company 
Liquidity 

(Continued from page 273) 
two groups is afforded by the 
volume-to-receivables ratio. Here, 
the difference is very marked in all 
except the 5 to 19 group which is 
hardly typical as there is only one 
year, and for a single company, 
which falls in the less-than-120-day 
class. From this, it would appear 
that the greater number of days 
required to pay current debts is 
more dependent upon the slowness 
of collection of receivables than up- 
on greater indebtedness. 

It is also noted that the arrange- 
ment of the individual companies on 
the basis of the days-to-collect 
figures is very similar to the ar- 
rangement they take upon the 
basis of the other ratios, and the 
companies lower on this figure are 
usually better upon each of the 
other ratios. This comparison is 
made in Table IV. The individual 
companies are arranged in order 
with the fewest days-to-collect at 
the top of the column and the most 
at the bottom. The other ratios for 
each of these companies are spread 
horizontally, and alongside each of 
these ratios, is placed the rank or 


Current Liabilities 


Days to Collect to Total Assets 





Days Ranking Ratio Ranking 
34.0 | 1 | .3739 3 
44.6 | 2 | .5164 il 
56.9 | 3 | .5040 10 
59.4 | 4 | .4957 8 
65.1 | 5 | .§571 15 | 
78.6 | 6 4812 6 | 
79.5 7 .5488 13 | 
83.4 | 8 .5933 20 
84.9 | 9 .6644 33 
85.9 | 10 .5983 22 
87.0 11 .5360 12 
88.6 12 | ,6459 30 
89.6 | 13 .5967 21 
93.4 14 .5837 17 
94.6 15 .6324 28 
100.8 16 . 5887 18 
107.0 17 .7418 36 
111.5 18 .3570 2 
115.1 19 .6044 24 
Subtotals 190 329 
122.5 20 .6316 27 
123.3 21 .6996 34 
123.3 22 .5738 16 
137.4 23 .6612 31 
141.4 24 .4334 4 
151.7 25 .3249 1 
155.4 26 .6192 25 | 
159.0 27 .4398 5 
161.5 28 .5558 14 
163.3 29 .7189 35 | 
172.3 30 . 5930 19 
177.0 31 .6419 | 29 
191.9 32 .6035 23 
210.2 33 .4864 | 7 
254.5 34 .6253 | 26 
265.8 35 .5018 9 
270.8 36 .6615 32 
395.2 37 .7911 37 
Subtotals 513 374 


order of the ratio relative to the 
high or low ranking for that par- 


Shawmut is Boston... 


Over a century ago, this bank took 


its title from Boston’s ancient Indian 


name: Shawmut. Today, the Shawmut 


Indian is known throughout New Eng- 


land and the nation as the symbol of 
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Volume to Current Assets to 
Receivables Current Liabilities 
Ratio Ranking Ratio Ranking 
5.4287 1 2.6402 1 
5.0714 2 1.9173 9 
4.6860 3 1.9770 7 
4.2483 4 2.0058 6 
3.9164 5 1.7602 14 
2.7870 17 2.0154 4 
3.0002 15 1.8128 11 
3.0102 14 1.6357 22 
3.5827 6 1.4941 32 
3.2427 10 | 1.6635 19 
3.2797 8 |} 1.8112 12 
3.4468 7 1.5014 29 
3.1032 12 1.6648 18 
3.0635 13 1.6566 20 
3.2655 9 1.5144 28 
2.7872 16 1.6842 17 
3.1477 11 | 1.3425 35 
1.4246 34 2.5882 2 
2.5677 19 1.6067 24 
206 310 
2.5194 20 1.4986 31 
2.6363 18 1.3192 36 
2.0285 23 1.7136 16 
2.1891 21 1.4541 33 
1.4897 33 2.2143 3 
2.0140 24 1.8573 10 
1.6642 30 | 1.6115 23 
2.0120 25 1.7896 13 
1.9612 26 1.7470 15 
2.1800 22 | 1.3503 34 
1.8862 27 1.5963 25 
1.7330 28 1.5259 27 
1.6226 31 | 1.6536 21 
1.4965 32 2.0104 5 
1.1279 37 1.5869 26 
1.7162 29 1.9249 8 
1.2118 36 1.4998 30 
1.3141 35 1.2283 37 
497 393 


ticular ratio, e. g. the lowest cur- 
rent liability to total asset ratio is 
ranked number 1, the second low 
number 2, and so on. The volume- 
to-receivables ratio, and ratio of 
current assets to current liabilities 
are arranged with the highest ratio 
as 1, second highest 2, and so on. 

A line has been drawn to separate 
the companies into those less than, 
and those more than, 120 days. If 
the ranking on the other ratios were 
identical with the ranking on the 
days-to-collect comparison, the total 
of the rankings above the line would 
be 190, the total below 513. Cur- 
rent liabilities to total assets are 
329 above and 374 below, which, 
while significant, is not a very close 
correspondence. Current assets to 
current liabilities are 310 above and 
393 below. The volume-to-receiv- 
ables ratio is the closest with the 
first 5 cases exactly corresponding, 
and the total of rankings adds to 
206 above and 497 below. This is 
a very high degree of corres- 
pondence. 
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Another way of showing the high 
degree of correspondence is by 
counting the cases above the line 
which should be below. The ratio 
of current liabilities to current as- 
sets shows eight reversals of posi- 
tion, the current assets to current 
liabilities seven, and the volume to 
receivables only one. 


These tests of the liquidity-sum- 
mary test indicate that it is a one- 
figure summary of true liquidity 
condition which is quite accurate. 
That, because of the manner in 
which it relates the liquidation rate 
of receivables to the current debt 
position, it is a better test of true 
liquidity than are the ratios which 
merely test by comparison of cur- 
rent liabilities to total assets or cur- 
rent liabilities to current assets. 

This is, therefore, a comparison 
which credit analysts would do well 
to apply to their finance company 
accounts and is one which would be 
recognized as of greater value with 
increased use. 


An Idea For The “New 
Business” Officer 


A bank in Michigan has the 
policy of having its officers and its 
tellers call on customers in their 
places of business. This policy has 
resulted in new depositors being 
suggested by present customers, and 
in the discovery of prospective 
loans. 


What The Law Requires 
In Safe Deposit 
Management 

(Continued from page 267) 
regulating the latter. Several states 
put the safe deposit companies under 
the state authority having super- 
vision over state banks, and require 
such companies to report at stated 
intervals to that authority. 


Statutes have also been enacted 
which exempt or limit the deposit 
company’s liability for loss. In sev- 
eral states, the safe deposit company 
may, by contract or receipt, limit its 
liability to a certain number of 
times the annual box rental. Re- 
cently a statute was enacted which 
permits the safe deposit company to 
enter into a contract with the cus- 
tomer, and which contract provides 
that the customer assumes all the 
risk arising from the use of the box. 
This statute also limits the liability 
of the safe deposit company if no 
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such contract is executed. 

A few states have statutes which 
relieve the bank entirely, and one of 
these even exempts the safe deposit 
company from liability when the 
loss is due to theft or misappropria- 
tion. Obviously the intent of such a 
provision is to protect the asset 
funds of the bank used in the oper- 
ation of the safe deposit business. 
The statute which exempts the bank 
or trust company from liability in 
this manner, also provides that the 
bank may protect the box renter by 
carrying an insurance policy for his 
benefit. 





These liability statutes have given 
rise to considerable discussion, espe- 
cially among insurance men, but a 
careful search of the law fails to 
reveal that any of them have been 
challenged for constitutionality. 
These statutes and similar ones are 
indicative of the extent to which the 
statutory regulation has gone. Some 
states have no statutes regulating 
the safe deposit business, but it is 
reasonable to believe that as time 
passes, laws will be enacted touch- 
ing upon the safe deposit business 
in these states. 
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Borrowers’ Profits Under 
1938 Conditions 


(Continued from page 265) 
bring, in changing conditions, so 
that necessary alterations can be 
made. The all-important principle 
in a plan of budgetary control is that 
it sets up the necessity of earning a 
profit for the business as the fore- 
most objective. This makes it neces- 
sary constantly to consider all of 
the various elements of cost in 
proper relationship to each other. 


Basically, there is very little new 
in what I have suggested here. The 


principles have been followed for 
years by many of the foremost busi- 
nesses of the United States. The 
technique of their application to 
businesses of medium size, however, 
has presented somewhat of a prob- 
lem because many business men 
have felt that this application would 
be extremely complicated. 

The practical application of these 
principles is nowhere near as diffi- 
cult as it may at first appear. It is 
chiefly a matter of being willing to 
get down to brass tacks, do arith- 
metic on a really factual basis, and 


take advantage of methods which 


TODAY as IN I800 
‘All Trails Lead to St. Louis”’ 


N its early days, St. Louis was founded upon, grew, 
and finally became the richest city west of the Mis- 
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sissippi through its early connection with the fur trade. 
All important in its growth, beginning in the eighteenth 
century, was the strategic, central position of the city. 
In histories of the region, such expressions are so often 
found...“All trails by land, all routes by water, led 
to St. Louis from the south and west.” 


This is equally true today, for the position of St. Louis, 
at the gateway to the great South and Southwest trade 
territory is a fact that will never change. Because of 
its central location, the Mercantile-Commerce Bank 
and Trust Company’s transit service, by rail and air, 
reaches practically all points of the country overnight. 


MERCANTILE-COMMERCE 


Bank and Trust Company 
ST. LOUIS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








have been developed for this pur- 
pose. 

A business man who is content 
merely to drift with the times may 
not expect much at the hands of 
fortune. Only by study of actual 
facts, and preparation on a statis- 
tical basis for what may be expected 
on the basis of such study, can a 
business contrive to make a profit. 


Increased Income 


“The only way we can increase | 


our income,” said a banker recently, 
“is to increase our loans. There is 
little or no chance of an increase 
coming from securities. We have 
made all of the charges against our 
depositing customers that we dare, 


and still our income is short.” This 


situation has its duplicate in most 
banking institutions. 

There probably is no city or town 
in the United States in which all of 
the loans that are made by business 
men of that town are in the local 
banks. Many loans leave the local 
community by being placed with 
finance companies. The number of 
local loans made by insurance com- 
panies is rapidly increasing. Many 
merchants buy on long-time credit 
and in that way are loaned money 
by out-of-town wholesalers and 
manufacturers. Some of the loans 
sent away are not good enough for 
the local bank, but a lot of them are. 

The merchant who borrows money 
by using long dating privileges 
ought to borrow the money from 
the bank and pay cash. It would 
cost him less. You could easily show 
him how much less it would cost 
him by finding out for him how 
much of a cash discount he could 
get if he paid cash. There are good 
loans in your town that are not in 
your bank. 


Loan Rates—City And Country 


One of the larger banks in Iowa 
having a loan request from another 
town in the state, sent an officer 
to the town and explained to the 
borrower that the local bank should 
have as much of the loan as it is 
allowed by the law to handle, and 
that a higher rate should be paid to 
the local bank than to the city bank, 
due to the fact that the local bank 
is called upon to perform certain 
services for the local institution 
which the city bank cannot perform. 

This amicably adjusted the matter 
of difference in loan rates, which has 
been quite marked in recent years. 
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Credit Unions As Competitors 


Strictly speaking, the credit union 
ought not to be a competitor to be 
feared by a commercial bank. As a 
rule, the members would not have 
accounts in the bank anyway, but 
their total savings are put into one 
account in the bank, giving the bank 
full benefit of the total deposits with 
much less work than would be re- 
quired if all members had individ- 
ual accounts. 

In the second place, the loans 
made are so small that there would 
hardly be profit for the commercial 
bank if it did make the loans. Of 
course, these credit unions, taken 
together, make one more competitor 
for commercial banking, in theory 
at least, but considered separately, 
the competition is not enough to be 
worried about. 


Average Ratios For 63 
Lines Of Business 


A booklet by Roy A. Foulke has 
just been published by Dun & Brad- 
street, Inc., New York City, entitled 
“Signs of the Times.” In it is a very 
valuable compilation of financial 
statement ratios, in which the ratios 
for 1932, 1933, 1934, 1935, and 1936 
are given, with the five-year aver- 
age. These ratios include the fol- 
lowing: 

Current Assets to Current Debts 

Net Profits on Net Sales 

Net Profits on Tangible Net Worth 

Net Profits on Net Working Capi- 

tal 

Turnover of Tangible Net Worth 

Turnover of Net Working Capital 

Average Collection Period 

Net Sales to Inventory 

Fixed Assets to Tangible 

Worth 
Current Debt to Tangible Net 
Worth 

Total Debt to Tangible Net Worth 

Net Working Capital Represented 

by Inventory 

Inventory Covered by Current 

Debt 

Net Working Capital Represented 

by Funded Debts 

The lines of business for which 
these ratios are given include manu- 
facturers, wholesalers, and retailers. 
The author is manager of the Ana- 
lytical Report Department of Dun 
& Bradstreet, Inc. 

The ratios can be referred to with 
profit by any loan officer or credit 
man in a bank. The ratios serve as 
a standard by which to measure 
financial statements being studied in 
considering current loans. 
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Net 





Safe Deposit Association 
To Meet In May 


The 1938 convention of the Na- 
tional Safe Deposit Association will 
meet in Philadelphia, May 12-14. 
The subjects to be discussed are as 
follows: 

“Physical Management”, by Al- 
fred L. Curtis, secretary and super- 
intendent of the New York Stock 
Exchange Safe Deposit Co.; “Con- 
tracts and Leases”, by John Russell, 
Jr., of Morgan, Lewis and Bockius, 
Philadelphia; “Methods of Access’, 


by R. A. Sweeney, assistant vice 
president of Lincoln Alliance Bank 
and Trust Co., Rochester, New York; 
“Economy with Efficiency”, by R. E. 
Harris, assistant treasurer of Amer- 
ican Security and Trust Co., Wash- 
ington, D. C.; “Increased Volume of 
Business”, by C. Delano Ames, man- 


, ager of public relations and adver- 


tising for the Maryland Trust Co., 
Baltimore, Md.; and “Adequate Re- 
turns”, by Gayton Abbott, manager 
of Webster Atlas National Bank 
Vault, Boston, Mass. 













... AND EVERYONE 


Many worthy and progres- 
sive farmers in your com- 
munity will be needing new 
modern MM cost reducing 
farm machinery and tractors 
this year. It may be that some 
of the most deserving will 
need financial assistance to 
get the modern machinery they need 
to produce their crops at the lowest 
possible cost. Some of them will, no 
doubt, come to you. It is well to remem- 
ber what Andrew M. Howe wrote in 
the January 27 ‘Printers’ Ink’’ weekly 
in an article about farm machinery. 


PROFITS 








“The farm equipment manufacturers, by 


The man who decides on MM Farm 
Machinery is assured of the highest 
quality at the right price 


BRANCHES 


MINNEAPOLIS-MOLINE 


POWER IMPLEMENT COMPAN 


making mechanization possible, have 
probably contributed more to the farm- 
er’s well-being than all of the legislative 
farm relief programs combined.” 


NEAR EVERYWHERE 


EE 
MINNESOTA 








Be A “Go-getter’”— 
It Pays 


One bank in a city with four 
banks has obtained 80% of the new 
business which came into that city. 
Only 20% was distributed between 
the three other banks. The only 
reason for this difference is that the 
one bank systematically sought out 
the new customers coming to this 
city. 


Encourage the business man who 
is constantly studying his business. 


Insurance As Loan Protection 


An item of protection for a loan 
to a contractor which may have been 
overlooked by some, is represented 
by term insurance on the life of the 
contractor. 

Usually the contractor has to bor- 


CONSERVATIVE 
EXPERIENCED 


RESPONSIBLE. 


OPERATOR OF 


row rather a large sum from his 
bank at the beginning of the work 
on his contract. He borrows this, 
of course, only when ‘he has the 
requisite line of credit. There is a 
hazard in this type of loan that 
sometimes is not fully covered, how- 
ever. It is the life of the contractor 
himself. 

If he does not already have suffi- 
cient insurance, which may be as- 
signed to the bank as a protection 
against his death and the ultimate 
non-payment’ of the loan, that 
usually can easily be arranged. If he 
does not have a sufficient amount, 
then a suggestion from the loan of- 
ficer, that he purchase term insur- 
ance to cover the term over which 
the work will be continued, may re- 
sult in better protection of the loan. 

While banks, as a rule, do not care 
to lend money on a policy in the 


FIELD WAREHOUSES 


HANSEN STORAGE COMPANY 


Largest Organization of 
Its Kind in Wisconsin 


126 N. Jefferson St. 





is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX-~ 
HALL, OPEL, BLITZ— 


EXECUTIVE OFFICE NEW YORK - 
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GENERAL MOTORS AA CORPORATION 


Mit i 





INSTALMENT 
PLAN 


These NOTES are available, in limited amounts, upon request. 
BRANCHES IN PRINCIPAL CITIES 


Milwaukee, Wis. 





foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 





same way that the insurance com- 
pany lends money to a policy holder, 
there are many ways, such as this, 
that special or regular insurance 
policies can be used to fully cover 
the hazard of death to an important 
man in the business. 


Seven Others Who Believe 
All Borrowing Should be 
Done At The Bank 


(Continued from page 287) 
this is strictly a farming commu- 
nity, our customers are from indus- 
trial towns and cities nearby, with- 
in a radius of fifty miles. If there is 
any part of this small loan business 
that you would like to question us 
about, we should be only too glad 
to answer such inquiry. 

The part of your article that 
prompted this letter was the credit 
card, which I believe is good 
psychology and creates a_ better 
feeling between the bank and the 
borrower.—D. E. Windsor, Cashier, 
Canaseraga (N. Y.) State Bank 


@ Permit me to give you a brief 
statistical statement covering six 
months’ time—February through 
July 1937. During that time I 
checked the records of Hughes and 
Stanley Counties of South Dakota, 
and kept a record of all mortgages, 
both chattel and real, and condi- 
tional sales contracts. 

I cite you to a summary I made of 
chattel loans made by six federal 
loan agencies and of seven banks 
serving the same territory. The 
six federal loan agencies during the 
six months made 737 chattel mort- 
gage loans, aggregating a total of 
$259,403; while the seven banks, 
five of them national and two state, 
made only 226 chattel mortgage 
loans aggregating $134,837. 

I cannot go into all details, but I 
will say that these governmental 
agencies are undermining our com- 
munity banks. It seems unfair that 
the federal agencies pay no taxes, 
while the banks do. I mention this 
hoping that you and other American 
bankers will take the initiative to 
protect the community banks.— 
William J. Mundt, The Pierre Re- 
tail Credit Bureau, Inc., Pierre, 
Sad: 


@ It is with a lot of interest that 
I have read your article in the 
Bankers Monthly, entitled “All Bor- 
rowing Should Be Done At The 
Bank.” I think you have approached 
this subject from a very practical 
standpoint and in a way that bank- 
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ers will do well to follow.—A. G. 
Brown, President, The Ohio Citi- 
zens Trust Co., Toledo, Ohio. 


@ I thoroughly enjoyed and ap- 
proved your article in the March 
Bankers Monthly. With you, “We 
Believe That All Borrowing Should 
Be Done At The Bank.” 

I am calling the attention of our 
State Superintendent of Banks, the 
secretary of our Nebraska Bankers 
Association, and an officer of the 
Federal Reserve Bank at Kansas 
City, to your article, and furnishing 
them copies of it. It seems to me 
that about the best public relations 
program banks can adopt is one 
such as yours, where we will be 
more nearly serving the legitimate 
borrowing needs of our respective 
communities.—E. W. Rossiter, Presi- 
dent, Bank of Hartington, Nebr. 


How Many Agree With 
This Letter? 


Through the courtesy of one of 
our local bankers, I have read a 
number of articles in the March 
issue of Bankers Monthly. Being a 
student of American finances and 
our monetary system, I read with 
interest anything pertaining to these 
subjects. 

The article entitled “All Borrow- 
ing Should Be Done At The Bank” 
intrigued my attention. Mr. F. L. 
O’Hair seems to recognize the fact 
that something has happened to 
American “community banks” but 
does not seem to sense what that 
something is. And worse still, some- 
thing is happening to the American 
community banks that is a real 
menace, not only to the community 
banks, but to the communities as 
well, and most community bankers 
do not seem to recognize the fact. 

Permit me to cite a bit of statis- 
tical data of my own finding and 
making. Last year, I was serving 
the Pierre (S. D.) Retail Credit 
Bureau in checking the records of 
Hughes and Stanley Counties of 
South Dakota, on all matters per- 
taining to individual credit such as 
would be recorded in county rec- 
ords. 

My interest was aroused when I 
discovered that there were a dozen 
or more federal loan agencies mak- 
ing loans within these two counties. 
I finally determined to make a sum- 
mary of the chattel loans made by 
six federal loan agencies and by 
seven banks, five of which were 
National banks and two State banks. 
And here is the remarkable result 
covering six months of record (Feb- 
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FOR Complete SATISFACTION USE 
RAND M¢NALLY 


SAVINGS CLUB SYSTEMS 


Sixty-six years of intimate and continuous contact with 
every phase of banking and practically every bank in the 
United States—72 years of specialization in the printing 
of numbered forms, tickets, and coupon books—and over 
three-quarters of a century of the highest quality general 
printing have equipped Rand M€Nally & Company to 
produce materials for the operation of all types of Savings 
Clubs and mortgage and personal loan amortization systems. 

A keen understanding of bank needs and methods of 
operation and a passion for exactitude and close attention 
to detail are your assurances that Rand M€Nally Savings 
Club Systems will function in your bank to your complete 


satisfaction. 


@ Write today for more detailed information about Systems for 


CHRISTMAS, VACATION, TAX, ALL-PURPOSE SAVINGS CLUBS 
AND 
MORTGAGE AND PERSONAL LOAN AMORTIZATION 





Printed on registered 
protective safety paper 
bearing our own design, 





these checks, while appro- 


priate to the occasion, retain the spirit and 


SYSTEMS 


dignity demanded by your institution. 





which to choose. 


FOLDERS 


} _ Beautiful art work by noted 
artists, and forcefully presented 
sales messages, make these adver- 
tising folders unusually effective. 
There is a large selection from 


Individualized self- 


computing coupon 
books, available in 
many cover colors and 
designs. Punch cards, 
double-dating cards, 
and various types of 
pass-book systems 
also available. 


RAND MENALLY & COMPANY 


New York ” 


ruary to July, 1937, inclusive): 

The six federal loan agencies 
made 1737 chattel mortgage loans 
aggregating $259,403, while the 
seven banks made only 226 chattel 
mortgage loans aggregating $134,- 
837. 

Here is the distressing feature 
about the matter. The federal 
agencies pay no taxes, while the 
banks do. And worse still, they are 
undermining the community banks. 
Here is a case where the govern- 
ment has gone into competition with 
private initiative in a most menac- 


536 $. Clark St., CHICAGO * 


San Francisco 


ing way. If I have the information 
correct, this is not only a local mat- 
ter, but is a nation-wide situation. 

I believe in the community bank 
for many reasons, and should like 
to see it maintained, but a few years 
more of this kind of competition 
will cripple many of them beyond 
the point of existence. It seems tome 
that the matter is of sufficient im- 
portance for the active consideration 
of the American Bankers Associa- 
tion. —Wm. J. Mundt, The Pierre 
Retail Credit Bureau, Inc., Pierre, 
S. D. 
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How To Buy Machines For 
Increased Speed And Accuracy 


banks is to increase both speed 

and accuracy. Practically every 
banker has learned that a book- 
keeper can handle more items with 
a posting machine than if the post- 
ing is done by hand. Many have 
also learned that the accuracy of 
the employees is generally increased 
by the use of a machine. This is be- 
cause there are fewer mental oper- 
ations necessary in using a machine 
than in doing the computing with a 
pencil. 

Before purchasing a new machine, 
therefore, an analysis needs to be 
made of the work in which the ma- 
chine is to be used. This analysis, 
of course will include not only the 
need for increased speed, but also 
the adaptability of the machine to 
the job. The wrong machine on the 
job might not add to speed or 
accuracy. 

Another test is to try to determine 
the amount of saving in time, and 
compute that in the form of dollars 
and cents. Then an estimate as to 
the advisability of buying the ma- 
chine can be made, on the basis of 
saving money. 

It is very seldom that a bank dis- 
charges employees when machines 
are added to speed up the work. The 
necessity for additional machines 
has been brought about in the last 
few years in an effort to handle in- 


im purpose of machines in 


Date received 


Traded out 


To apply on Order No... 
FORM 28) 5-29-3800 





BUYING AND STOCK KEEPING 





Here are a number of helpful suggestions for 
the cashier who aspires to do an intelligent 
job of buying machines and other equipment. 


By A. C. SCHLEGEL 


creased activity, rather than in an 
effort to operate with fewer em- 
ployees. If the machines had not 
been developed for this work, how- 
ever, more employees would have 
been hired, and so the salary ex- 
pense would have been increased. 

I have found that one of the best 
ways to estimate the probable sav- 
ings to be made by a machine is to 
visit with other bankers who have 
had experience with similar equip- 
ment. Very seldom have they at- 
tempted to figure out the actual 
saving, but by watching the oper- 
ation and doing a little computing 
yourself, you can often discover the 
economies. 

In purchasing for rather a large 
bank, I learned that the mechanical 
equipment itself does not create the 
saving. The operator who does not 
like a machine can do his work just 
as slowly as if he did it by hand. 
Consequently, a part of the job is to 


arrange some way or another for 
operators to be “sold” on the ma- 
chine, as well as trained. 

Some of the larger banks conduct 
schools in which employees are 
trained to use machines. It is be- 
coming easier, as more equipment is 
introduced into banking, to get the 
proper cooperation of employees. 
Hand operations are disappearing so 
rapidly that not many modern em- 
ployees know of any other method 
than the machine method. 

While it is not a part of the pur- 
chasing operation, the care of the 
equipment is highly important to 
justify the judgment of the purchas- 
ing officer. If a machine is neglected, 
if it is left uncovered every night, if 
it is not oiled often enough, it will 
deteriorate faster than it should. Its 
life will be shortened. 

Most machines will last much 
longer than the manufacturers 
claim, provided they are given the 


MACHINE REPAIR REPORT 


CLASSIFICATION 
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proper care. Manufacturers know 
how careless operators are, and so 
have to protect themselves by guar- 
anteeing machines for a_ shorter 
time than the machines will actually 
be in service if they are well cared 
for. 

While in a larger bank, it is profit- 
able to employ repair men and ma- 
chine experts to make sure that the 
machines are maintained at top effi- 
ciency, it is just as possible to ar- 
range for this in a small bank. All 
that need be done is to assign the 
job to some one person. That person 
may arrange to have regular times 
for oiling and cleaning all the ma- 
chines in the bank. By establishing 
a regular routine and adhering to it, 
he can add greatly to the life of the 
machines with very little work. 

By doing this, the operator has 
nothing to think of except using the 
machine. While it is true that some 
operators take pride in keeping their 
machines in good condition, too 
many would rather not bother with 
cleaning and oiling. 

Very little time is required to 
keep an accurate record of the per- 
formance of each machine. I rec- 
ommend the card reproduced here, 
on which the make, number, style, 
carriage, date ordered, departments 
or offices using, price, and so on, are 
recorded. When the machine is 
transferred from one department to 
another, a record of that, including 
the date, is made. When the ma- 
chine is traded out, that fact is re- 
corded, and the amount of allowance 
given. 

It is surprising how frequently 
this card is referred to, and how 
valuable the information it contains 
can be. 

In addition to this, I believe it is 
wise to keep a machine repair report 
like the one reproduced here. This 
allows for records of several repairs 
—unless the machine is sent out of 
the office, in which case, a separate 























Gold is not always 
in the form of ingots. 
When you need it most 
you may find it in an 
Insurance contract 
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slip is usually made for each trip. 

By looking over these records, the 
cashier or purchasing officer can 
compare the performance of one 


machine with that of another. In/ 


this way, he will gradually set up a 
standard of performance for each 
type of machine. 


Order In The Stock Room 


A little mouse ran across the floor 
and entered an opening he had re- 
cently chewed in a package of paper 
that lay in the corner. He was in 
the mood for chewing safety paper. 
On this particular day, he chewed 
the end off of a cashier’s check. He 
chewed away the date and the 
amount. While he was at work on 
the signature, someone came into 
the store room. The little mouse 
was quiet. He heard the footsteps. 

After a long time, during which 
there were a number of thuds re- 
sulting from the dropping of pack- 
ages on the floor, the package in 
which the little mouse hid was 
picked up. To save his life, the 
mouse jumped out and scurried 
away. 

The package was opened. The 
cashier was looking for an old 
cashier’s check. He found the check, 
but the date and the amount had 
been chewed off. 

This happened in a bank where 
there was no order in the stock 
room. it was a stock room in which 
new stationery and forms, as well 
as the archives, were kept. The 
new stationery was just as care- 
lessly handled as the archives. Some 
of it was on the floor. Other pack- 
ages lay open on the shelves. The 
top sheets were covered with dust. 
Some of the other sheets were 
wrinkled. 

There are thousands of dollars of 
loss and a great deal of confusion 
resulting from the lack of order in 
the stock room. Inexpensive, indexed 
boxes are available for the storage 
of archives. The same boxes may 
be used for the storage of new sta- 
tionery. 

Manufacturers will deliver sta- 
tionery and forms in cardboard 
boxes, if requested. Then an open 
package need not remain open. It 
can be closed every time a quantity 
of the contents is removed. Pack- 
ages wrapped in paper are almost 
always left unwrapped when a part 
of the contents is removed. 


* A perpetual inventory of supplies 
enables a purchasing officer to know 
when, what, and how to buy. 


During the past year 21 NEW manufacturing 
and distributing concerns located in Memphis, 
while 28 others expanded their Memphis 
plants. Watch the industrial South! Watch 
Memphis, the Mid-South Capital! 


THE 


AUSTELL 


BANK OF 


MEMPHIS 


MEMPHIS, TENN. 
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New improved style. Save 24% 
of time in machine filling. Pop 
open instantly with slight pressure 
of thumb and finger. Pack flat 
for storage and shipping. 


Made of “Steel-Strong” Kraft 
overweight paper, in six standard 
colors for pennies, nickels, dimes, 
quarters, halves, and dollars. 


SAVE SAVE 
TIME SPACE 






































Ask your bank supply dealer to 
demonstrate their storage- and 
operation-economies. Also for 
free bank imprint offer. 


The C.L.DOWNEY CO. 


941-943 CLARK ST. 
SINNATI, OHIO. 






cINC 





Thousands of policyholders 
know that Employers Mutual 
is a trustworthy aid in reducing 
Insurance costs. Writing Work- 
men's Compensation, Public 
Liability, Automobile and al- 
lied forms of Insurance, this 
strong, reputable Company is 
saving its policyholders mil- 
lions of dollars yearly. Your 
strictest investigation is urged. 


EMPLOYERS MUTUAL 


LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 
* 
Branch offices in the principal 


cities of the Middle West. Con- 
sult your Telephone Directory 





Machine Sorting Saves 
Five Ways 
(Continued from page 269) 

Previously, if three batches in this 
branch were out of balance, 60% of 
the work in the entire institution 
was held up, as a result of which 
everyone in the bank was compelled 
to work overtime. Now, if an error 
occurs, it is located and corrected by 
the proof machine operator within 
15 seconds. 


Inasmuch as it would not be prac- 
ticable to install a second machine to 
take care of extra work on occa- 
sional peak volume days, the interior 
department, which now acts as an 
auxiliary to the proof machine, is 
called into service to take care of 
such surplus through the batch sys- 
tem of manipulation. 

Substitute operators are trained 
here in the small bank exactly as in 
the main institution, first through 
the use of a ten-key adding machine, 
and later through practice work dur- 
ing the regular operator’s lunch 
hour. 


A banker can often see things 
about a man’s business which the 
borrower is too close to see for him- 
self. 
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cA Dignified Way 
To MaKe More Money 


Recently an assistant cashier of an Illinois bank decided 
that his experience qualified him to sell subscriptions for 
the Chicago Journal of Commerce. An agreement was 
made so that on a generous percentage arrangement this 
man is earning in excess of $40.00 weekly, contacting 
business men in his spare time. 


Is there an employee in your bank who would like 
a similar arrangement for spare time activity? Several 
subscriptions weekly would add generously to his income. 
Or do you know a man—perhaps your son—who would 
like to undertake this dignified means of creating more 
income in return for his selling activity? 


Complete details will be sent to those addressing 


CIRCULATION MANAGER 


Chicago Journal of Commerce 


— AND LA SALLE STREET JOURNAL 
12 East Grand Avenue, Chicago 


“The Central West's daily business newspaper” 


* 





Small Loans— 
With Gravy 

(Continued from page 279) 
of a commercial bank, the words, 
“thirty, sixty, or ninety days” have 
come to be ritualistic among many 
bank managers and examiners, and 
are now empty formalities. A 90- 
day note, renewed three times, is 
not a 90-day loan at all; it is a 12- 
month loan. On the other hand, a 
10-month, amortized loan may be 
said to be a 30-day loan insofar as 


its face value is concerned, since it | 
stands at its face value only 30 days | 


until the first payment is made. 

The accompanying chart indicates 
the velocity with which a portfolio 
of $50,000 of 10-month amortized 
loans would be liquidated if all 
lending were stopped on a certain 
date and the portfolio allowed to 
pay itself out. 

Actually, the reduction of out- 
standing amounts would be much 
faster than the solid line shows, be- 
cause many of the notes included in 
the $50,000 would have been run- 
ning for some time and would be 
paid up in one, two, three, or more 
months from the cut-off date. This 
is suggested by the dotted curve. 

We have found that passing on the 
credit standing of borrowers under 
this plan presents no new problems, 
A bank’s usual practice in this re- 
spect should suffice. We use a form 
like the F. H. A. Title I credit state- 
ment, somewhat modified and am- 
plified, to assist us in passing judg- 
ment on credits. In developing a 
form for such a statement, size of 
income, steadiness of employment, 
and monthly payment obligations 
already incurred, are important 
items to be included. 

Summing up the merits of this 
amortization plan for small loans, we 
feel that our experience with it is 
profitable, because it makes the 
loans self-liquidating, shifting the 
burden of work from the lending 
officers to the note teller. By more 
fully meeting the borrowers’ abil- 
ities to pay, it makes the small loans 
more liquid, really, than they are 
likely to be under the fiction of 30-, 
60-, or 90-day maturities. In addi- 
tion to these advantages, it produces 
more income from a given amount. 

If a country banker, after giving 
this plan a trial and converting most 
of his customary line of small char- 
acter loans into 10-monthly amor- 
tizations, is pleased with the result, 
he might try aggressively merchan- 
dising the plan and build up a regu- 
lar small loan department which 
would become a very important 
source of income to his bank. 
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Reduce Time On 
Security Records 

(Continued from page 271) 
to enable the printing machine to 
print the heading at the top of the 
“List of Securities”, also illustrated. 
The second card is the control to 
which all of the cards in the ac- 
count must agree. This card is pre- 
pared mechanically as changes occur 
in the account. The two other cards 
show descriptions of securities con- 
tained in the account. These cards 
are replaced with new cards as 
changes occur. 

The statement form containing a 
list of securities, represents a con- 
tinuous form made with marginal 
punchings. It illustrates how the 
information in the cards appears on 
the statement form. The stub at the 
right of the form is used only to 
prove that the total of cards agrees 
with the control card total shown at 
the top of this column. The stub is 


_removed before the statement is 


delivered. 

This form is designed to be used 
with a special type of patented Reg- 
istrator Platen, containing at the 
ends thereof retractable pin feed 
units which engage in the margin- 
ally punched holes at both edges of 
the paper at the line of writing. The 
operation of this type of pin feed 
platen is to jog and realign the paper 
every half inch, thus eliminating the 
difficulties encountered in normal 
pressure feeding of multiple copies, 
where slippage of the several copies 
has been known to result in lack of 
alignment and improper registra- 
tion of the several copies. This pin 
feed device is not the only feeding 
method available, but has resulted 
in wide acceptance and satisfactory 
usage. 

The application illustrated is one 
of several methods now being used 
in keeping an accounting record of 
securities on deposit. It reflects what 


You back your sales efforts 
Vota sMoreyeeh o}(-1¢-Be-losUetet- mmm Ge)s! 
know your business. You'd 
give us advice if we asked 
for it. We'll do the same for 
May we? 


you. 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 


Cash Capital, - - $6,0€ 200.00 
Surplus to Policyholders, $44, 8 72.44 





May, 1938 


is in the account at the moment. 
Historical information is obtained 
through the use of a transaction 
card, which is primarily used as a 
proof of posting and as a journaliz- 
ing medium. 

Another method makes use of a 
card for each deposit showing date 
of entry and cost prices. If 10 de- 
posits of a certain security are made 
over a period of time, each deposit 
is represented by a separate card. 
On partial deliveries, the oldest 
cards are removed first. As previ- 
ously mentioned, there is no definite 
pattern to follow in a tabulating in- 
stallation other than to keep in mind 
that the greater portion of routine 
work is handled’ by machine. 


Economic Consequences Of Recent 
American Tax Policy 


By Gerhard Colm and Fritz Leh- 
mann 

Published by New School For Social 

Research, 66 W. 12th St., New York 

Price $1, 108 pages, paper cover. 


This study was made to deter- 
mine the effects of taxes and new 
taxing policies upon the savings of 
the people. It is an interesting com- 
pilation of facts and conclusions 
for any banker, and especially for 
those concerned as to the trend of 
savings accounts. 


One interesting conclusion is: “It 
is to be expected that, in the long 
run, the savings of the American 
people will exceed the capital de- 
mand arising from the necessity of 
providing full employment for the 
available labor supply, and from the 
necessity of providing homes for a 
growing population.” 

Another conclusion is: “Present 
tax legislation does change the 
forms in which the nation’s savings 
are made available to the capital 
market. The capacity to save of the 
wealthier classes, who in the past 
took the bulk of new equity issues, 
will be greatly reduced. Further- 
more, the Undistributed Profits and 
Capital Gains taxes and the closing 
of tax ‘loopholes’ impel these classes 
to shift to tax-exempt securities, 
which further limits the market for 
corporate securities, especially for 
common stocks. It is uncertain 
whether the lower and middle 
classes will invest their savings in 
such securities to a much greater ex- 
tent than in the past. 


“An increasing portion of the total 
capital supply will have to be pro- 


vided through private and public in- 
stitutions. These institutions are, 
however, prevented from buying 
stocks by present regulations and by 
the very nature of their activities. 
“Thus, notwithstanding- an abun- 
dant supply of savings, funds avail- 
able for investment in stocks will be 
scarce. This scarcity of capital may 


*make itself felt most in the market 


for new issues because present tax 
legislation does not favor risky in- 
vestments or short time speculation 
such as contributes to the carrying 
of new stocks in their period of dis- 
tribution.” 






A. E. MARTELL CO. 


KEENE, N. H. 


TELLERS CASH SLIPS 


CARBONIZED 
FORM 261 


“SOUR” LOANS 


If unused U. S. Stamps were the basis for a collateral 
loan gone “bad’’, we will buy the collateral. Write stating 
quantity available and cash necessary to secure release. 


Accurate Stamp Appraisals for Col- 
lateral Loans and Estate Inventories 


Write for Information 


MINT SHEET BROKERAGE CO. 


412 Caxton Bidg. Cleveland, Ohio 


ABBOTT COIN 
COUNTER COMPANY 


Established 1911 


BANK SUPPLIES 
BAGS, COTTON COIN AND CURRENCY. 
“Leather, Bond, Mail, Money. 
“ CUSTOMERS DRAW STRING. 
BAGS, NIGHT DEPOSITORY. 
BILL STRAPS. 
Boxes, Steel Bill, Cash, Check Stub, Coin. 
“ Coin Pasteboard 


Security, Steel. 
Cabinets, Wrapped Coin Steel. 
Check Cancellers. 


* Boxes, Pasteboard and Steel. 
COIN COUNTING MACHINES. 
COIN ENVELOPES. 

“ onenyy ~ Da 


COIN WRAPPERS, FLAT. 

COIN WRAPPERS, TUBULAR. 
COIN WRAPPERS, WINDOW. 
COIN STACKERS. 


7 rucks. 
Note Cases, Steel. 
Racks, Bill Strap, Currency. 
“ — Coin Wrapper. 
Rubber Bands. 
SEAL PRESSES BAG. 
SEALS, LEAD COIN BAG. 
SHIPPING TAGS, LINEN. 
Signs, Brass. 
Trays, Adding Machine. 
o Coin and Check. 
VAULT LADDERS, STEPS. 
“ UNITS FOR COINS. 
"8. 


Waist Chains for Money Bags. 


ABBOTT COIN COUNTER COMPANY 
143rd Street and Wales Avenue, New York, N. Y. 
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BANK BUILDING NEWS 


Bank of Canada, Ottawa—new 
building (being completed )—$1,- 
150,000. 

Crawford County Trust and Savings 
Bank, Denison, Ia.—new building, 
granite and glass bricks, rubber 
tile floors, acoustical ceilings, in- 
direct lighting. 

Merchants National Bank and Trust 


Contemplated, Contracted 
And Under Construction 


American Trust Co., Sacramento, 
Cal.—new concrete building, air- 
conditioned, acoustically treated, 
new equipment. 

Bank of America, Highland, Cal.— 
remodeling interior. 











INTERNATIONAL 


SERVICE 


The above interior of the Banco de Mexico, Mexico City, is but 
one example of the scope of our service. If your building or re- 
modeling problem isa big one, it offers another good reason for 
calling on us, but if your job is a small one, it is still a good 
reason. Why be content with anything less expert, when this 
experience is at your command? A call will not obligate you, and 


our single contract method will save you money, wherever you are. 


ST. Lous 
BANK BUILDING 
& EQUIPMENT CO. 


Sth & Sidney St. Louis 
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Co., Syracuse, N. Y.—remodeling 
interior—$15,000. 

State National Bank, Big Spring, 
Tex.—remodeling. 

First National Bank, Glens Falls, 
N. Y.—remodeling, modern style 
fixtures, glass brick windows. 

West Side State Bank, Green Bay, 
Wis. — remodeling purchased 
building. 

City National Bank, Council Bluffs, 
Ia.—remodeling, fireproofing, air 
conditioning —$20,000. 

St. Matthews (Ky.) Bank—remodel- 
ing, additional space. 

Citizens Banking and Savings Co.,, 
Conneaut, O.—enlarging lobby. 
Bank of Granite Falls, N. C.—re- 

modeling, new vault. 

First National Bank of Midland, 


Tex.—eight-story building—$250,- | 


000. 

Ridgewood Savings Bank, Brooklyn, 
N. Y.—additions and alterations. 

Marked Tree Bank, Marked Tree, 
Ark.—remodeling interior. 

Anglo-California National Bank, 
Bakersfield, Cal—new building— 
$190,000. 

Lincoln Savings Bank, Brooklyn, 
N. Y.—altering and enlarging. 

Franklin (N. H.) National Bank— 
remodeling. 

Bank of America, Gridley, Cal.— 
remodeling, new lighting, heating, 
and ventilating equipment, acous- 
tical ceilings—$20,000. 

Bank of America, Sacramento, Cal. 
—remodeling and enlarging, year- 
round air conditioning—$20,000. 

Savings Bank of Baltimore, Md.— 
interior alterations—$50,000. 

United National Bank of Long Is- 
land, Forest Hills, N. Y.—altera- 
tions. 

First State Bank, Decatur, Ind.— 
remodeling. 

Mercantile National Bank, Dallas, 
Tex.—enlarging quarters. 


First National Bank, Ada, Okla.— | 
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new building, acoustical ceilings, | 


rubber tile floors. 


Special Installations 


Bank of Erath, La.—terrazzo floors. | 
Peoples National Bank, Richmond, | 


Kan. — additional safe 


boxes. 


deposit 


Oklahoma State Bank, Ada, Okla.— | 


after hour depository. 
First National Bank of Cincinnati, 
Ohio—50-ton vault door. 


Louisiana National 
Rouge, La.—‘“hurry up” deposi- 
tory. 


First National Bank, Cedar Grove, 
N. J.—bandit barrier and sound 
wave burglar alarm. 

National Bank of Courtland, N. Y. 
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Des Moines Bank 
Eliminates Rails 


In remodeling its banking room, 
the Central National Bank and 
Trust Co. of Des Moines, Ia., placed 
the officers’ desks in the lobby with- 
out any rail of any kind around 
them. As you will see in the picture, 
the customers’ counters are right 
alongside the officers’ desks. 

It was thought at first that the 
officers might be bothered more by 
customers walking between the 
desks to go to the other ‘part of the 
bank which is not shown in the pic- 
ture, but no trouble of this kind has 
been experienced. As a matter of 
fact, the officers and customers both 
like the new arrangement, because 
it is much easier for customers and 
officers to greet each other and 
transact business. 

The arrangement makes the room 
appear larger and lighter. 


—protective equipment, delayed 
time locks. 

Mercantile National Bank, Dallas, 
Tex.—acoustical walls and ceil- 
ings, air conditioning. 

Guilford National Bank, Greens- 
boro, N. C.—lobby depository. 
Cleveland Trust Co., Painesville, 

Ohio—public thermometer. 

St. Louis County Bank, Clayton, 
Mo.—additional safe deposit 
booths. 

First National Bank, Mobile, Ala.— 
lobby depository. 

Ladd & Bush, Bankers, Salem, Ore. 
—lobby depository. 

Lake Shore National Bank, Dunkirk, 
N. Y. (New building )—glass brick 
windows. 

Peoples Bank Co., Carey, O. (new 
building)—after hour depository, 
burglar alarm system, bandit bar- 
rier. 

Bank of America, Riverside, Cal. 
(new building)—acoustical ceil- 
ings, air conditioning. 

United States National Bank, Citi- 
zens branch, Portland, Ore. (new 
building )—air conditioning, lino- 
tile floors. 

American Trust Co., Sacramento, 
Cal.—acoustical ceilings, indirect 
lighting, thermostatic burglar 
alarm, year ’round air condition- 
ing. 

Phillips National Bank of Helena, 
Ark. (new building)—air condi- 
tioning. 


The dealers of your town generate 
a great many loans, many of which 
ought to be made at your bank. 


May, 1938 


Bandit Protection 


One bank has been held up three 
times in recent years. Each time, 
the bandits have secured money, but 
were later captured by a posse from 
the town where the bank had been 
robbed. The question arises as to 
why bandits will continue to hold 
up that bank when, so far, they have 
all been captured. The reason is 
that each one thinks he is a little 
smarter than the other one. 

This emphasizes the principle that 
has been discovered by all those who 
have studied holdup prevention 
scientifically: Bandits seldom attack 
a bank when the chances of getting 





the money are slim. When it is im- 
possible to get into the cages, or to 
shoot through the bullet-proof glass 
or bullet proof wire screen, or when 
the money is kept in time-locked 
vaults, bandits seldom try to hold 
up that bank. Money is what the 
bandits are after. If it does not ap- 
pear to be an easy job to get money, 
the advance man suggests that an- 
other bank be selected. ; 
There are so many banks that are 
easy to hold up that the lazy holdup 
men do not care to take extra 
chances and make extra work for 
themselves by trying to get money 
from a bank that has full protection. 





Sliding-Drawer, Color Green 
Style SD-PD—Paper Drawer 
DD—Metal Front Drawer 






TRANSFER FILE BOX HEADQUARTERS 


Equipped to serve you—130 stock sizes 


Also Coin Boxes—Coin Wrappers—Bill Straps 
All style Bags and Wallets 


STRAYER COIN BAG CO. (*sin.c7:-") New Brighton, Pa. 











Hinged Lid 
Style C—Tan 
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WHO'S WHO IN BANKING NEWS 


Cox President Of New Cleveland Bank 





Directors of the 
new Union Bank 
of Commerce, of 
Cleveland, Ohio, 
have announced 
the election of 
Oscar L. Cox as 
president of the 
bank. 

Selection of Mr. 
Cox for this re- 
sponsible post is a 
natural sequence 
to his outstanding administration of 
the affairs of the Union Trust Com- 
pany since April 8, 1933, when he 
first came to Cleveland with a back- 
ground of broad experience in New 
York and California commercial 
banking institutions. 

Mr. Cox was born in Indiana and 
raised in Texas, where his family, 
whose stock ranch was 300 miles 
from the nearest railroad, were 
pioneer settlers on the Texas Pan- 
handle. 

In 1917 he joined the National 
Bank of Commerce in New York, 
serving under the late James S. 
Alexander and Herbert Howell, now 
president of the Commercial Na- 
tional Bank and Trust Company. 
Mr. Cox’s knowledge of the West 
enabled him to take charge of com- 
mercial banking transactions from 
Texas to the Pacific Northwest. 

He was invited in 1927 to become 
president of -the East Bay National 
Bank at Oakland, California. When 
this bank was later consolidated 
with the present Bank of America, 
the largest west coast banking insti- 
tution, Mr. Cox became vice presi- 
dent of the Bank of America and a 
member of its head office finance 
committee handling commercial 
loans of $100,000 and over. 

In 1933 at the request of Jesse F. 
Jones, chairman of the Reconstruc- 
tion Finance Corporation, and Ohio 
state banking officials, Mr. Cox took 
charge of the affairs of the Union 
Trust Co. 

Mr. Cox has announced that the 
Union Bank of Commerce will open 
for business on Monday, May 16th. 
On the same date, Ohio Superin- 
tendent of Banks, Samuel H. Squire, 
will distribute by mail, through the 
facilities of the new bank, the 35% 
dividend to Union Trust Company 
depositors. 

A large staff is now at work on the 
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Oscar L. Cox 


immense detail of preparing the 
payment of the dividend on 186,000 
separate claims, and some 80,000 
creditors’ notes, so as to have them 
ready for mailing by the middle of 
May. 

The dividend, amounting to $37,- 
958,048, is the largest sum of money 
ever distributed in Cleveland on a 
single occasion. 


Vice Presidents Announced 


Election of four vice presidents 
has been announced by Mr. Cox: 
Charles B. Anderson, Harry F. Bur- 
mester, Harry E. Hills and Ernest N. 
Wagley. All have been associated 
with Mr. Cox in administering the 
affairs of the Union Trust Company. 

Mr. Anderson was formerly vice 
president of the Union Trust Com- 
pany, specializing in relations with 
other banks, and has an exceptional 
acquaintance among _ bankers 
throughout the United States. He 
has lived in Cleveland all his life, 
beginning in the banking business 
as a messenger with the old Euclid 
Avenue National Bank, which be- 
came part of the Union Trust Co. 

Mr. Burmester started with the 
American Bank at Oakland and 
later joined the East Bay National 
Bank, where he first became asso- 
ciated with Mr. Cox. When this 
bank was merged with the present 
Bank of America, Mr. Burmester 
became secretary of the general 
finance committee which passed on 
large commercial credits. Since 
1933 he has been in charge of Union 
Trust commercial-collateral loans. 

Mr. Hills, an authority on bank 
operating methods, was born in 
Medina, Ohio and has been a banker 
since 1901 when he started as a mes- 
senger with the Union National 
Bank of Cleveland. Through a series 
of promotions he became in 1918 
vice president of the Union Com- 
merce National Bank in charge of 
personnel and bank operating de- 
partments. When the Union Com- 
merce joined the Union Trust Co., 
he was elected vice president. 

Mr. Wagley was graduated from 
Beloit College in 1919 and from the 
Harvard Graduate School of Busi- 
ness Administration in 1922, when 
he came to Cleveland and became 
associated with the Union Trust Co. 


Cummings Joins 
Hospital Plan Board 


Walter J. Cummings, chairman of 
the Continental Illinois National 
Bank and Trust Co. of Chicago, has 
been elected a director of the Plan 
For Hospital Care at the Associa- 
tion’s annual meeting. At the same 
time, Ronald P. Boardman, vice 
president of the City National Bank 
and Trust Co. of the same city was 
made assistant treasurer. 


M. |. T. Honors Rentschler 


At the recent 
corporation meet- 
ing of the Massa- 
chusetts Institute 
of Technology, 
Gordon S. Rent- 
schler, president 
of the National 
City Bank of New 
York, was elected 
to a life member- 
ship. Edward A.GorRDON S. RENTSCHLER 
Deeds, president of the National 
Cash Register Co. of Dayton, Ohio, 
was elected to fill the unexpired 
term membership vacated by Mr. 
Rentschler. 

Mr. Rentschler is a life member 
of the board of trustees of Princeton 
University, of which he is a grad- 
uate, and is also a director of Na- 
tional City Bank, City Bank Farm- 
ers Trust Co., Discount Corp. of 
New York, National Cash Register 
Co., Postal Telegraph and Cable 
Corp., and others. 

Mr. Deeds, who is_ president, 
board chairman, and executive com- 
mittee chairman of the National 
Cash Register Co., is a _ native 
Ohioan, a graduate of Denison Uni- 
versity, and a director of National 
City Bank of New York, American 
Rolling Mill Co., General Machinery 
Corp., Mead Corp., Niles-Bement- 
Pond Co., and Shepard Niles Crane 
and Hoist Corp.—being board chair- 
man of the last.two organizations. 





New President For Merchants 
National Of Syracuse 


At the April meeting of the board 
of directors of the Merchants Na- 
tional Bank and Trust Co. of Syra- 
cuse, New York, William H. Kelley 
was advanced from president of the 
bank to chairman of the board. 
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Crandall Melvin, who has been 
closely associated with the affairs of 
the bank since the early part of 
1932 as a director, was elected presi- 
dent. Mr. Melvin has had a notable 
legal career for the past 20 years. 
He has always taken an active part 
in civic and philanthropic move- 
ments throughout the state. He has 
been president of the Onondaga 
County Bar Association. 


Clarke Joins U. S. Steel Board 


Philip R. Clarke, 
president of the 
City National Bank 
and Trust Company 
of Chicago, was 
elected to the board 
of directors of the 
United States Steel 
Corporation at a 
meeting held in 
New York on April 
5. Mr. Clarke is 
well known in Chicago circles for 
an active career in service to various 
benevolent and civic organizations. 

In banking, Mr. Clarke is vice 
chairman of the Chicago Clearing 
House Committee, and has served 
as a director of the board and chair- 
man of the committee on standard- 
ization of the Association of Reserve 
City Bankers. 





Paruip R. CLARKE 


Reserve City Bankers Elect Kurtz 


At the organization meeting which 
closed the Annual Convention of 
the Reserve City Bankers Associa- 
tion at Belleair, Fla., the last of 
March, William Fulton Kurtz, presi- 
dent of the Pennsylvania Co. for 
Insurances on Lives and Granting 
Annuities, of Philadelphia, Pa., was 
elected to the Association’s presi- 
dency for the coming year. Mr. 
Kurtz succeeds Robert Strickland, 
president of the Trust Company of 
Georgia, Atlanta, Ga., in this posi- 
tion. 

Mr. Kurtz, whose banking career 
was reviewed in our March issue, 
became president of his institution 
in January of this year, as the cul- 
mination of a brilliant 30-year rec- 
ord in banking activities. 

At the same meeting, Keehn W. 
Berry, executive vice president of the 
Whitney National Bank of New Or- 
leans, La., was elected vice president 
of the Association. He succeeds 
Joseph C. Williams, vice president 
of the Commerce Trust Co., at 
Kansas City, Mo. 

Mr. Berry, one of the most up- 
and-coming young bankers of the 
South, has been with the Whitney 
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National Bank in his present cap- 
acity since a year ago last January, 
to which position he came from a 
similar post with the First National 
Bank of Birmingham, Ala. 
Laurance Armour, president of 
the American National Bank and 
Trust Co. of Chicago, has been re- 
elected to the post of treasurer. 
To the Associdtion’s board of 
directors on a three-year term were 
elected: Joseph S. Maxwell, vice 
president of the New York Trust 
Co., New York City, and Morton 
M. Prentis, president of the First 
National Bank of Baltimore, Md. 


Joins Bankers Trust Board 


Bankers Trust Co. of New York 
City has announced the election to 
its board of directors of Lewis H. 
Brown, president and director of 
the Johns-Manville Corp., of which 
he has been the head for the past 
nine years. Mr. Brown is also a 
director of the New York Telephone 
Co. and a trustee of the Mutual Life 
Insurance Co. of New York. 


Fleming Honored 


Each year, the 
Society of Natives, 
a civic and social 
organization of 
Washington, D. C., 
names and honors 
the city’s most out- 
standing citizen, in 
point of service to 
his community. 

The Society’s 
unanimous § selec- 
tion for 1937 was Robert V. Flem- 
ing, the president of the Riggs Na- 
tional Bank, and former president 
of the American Bankers Associa- 
tion. The Certificate of Merit, the 
award which accompanies this 
honor, was presented to Mr. Flem- 
ing at a banquet at the Mayflower 
Hotel on April 25. 

Mr. Fleming’s participation in 
civic and national affairs has been 
active and influential over a period 
of years. His interests turn partic- 
ularly toward the cultural develop- 
ment of the nation, and he is cur- 
rently treasurer and a life trustee 
of both the Corcoran Gallery of At, 
located in the nation’s capitol, and 
of the National Geographic Society. 





R. V. FLEMING 


Harris Trust Elects Mellinger 


The Harris Trust and Savings 
Bank of Chicago has announced the 
election of Aubrey H. Mellinger to 
the bank’s board of directors, filling 


the vacancy caused by the death of 
Floyd O. Hale, chairman of the 
board of the Illinois Bell Telephone 
Co. Mr. Mellinger, who has been 
associated with the Bell Telephone 
System for 33 years, was recently 
elected to the presidency of the 
Illinois Bell Telephone Co. 


New Comptroller At 
American Trust, ‘Frisco 


Fred T. Elsey, president of the 
American Trust Co. of San Fran- 
cisco, Calif., has announced the 
appointment of Owen T. Jones as 
comptroller. Mr. Jones succeeds the 
late Charles A. Smith in that office. 


Pittsburgh Ist Promotes Wilson 


The First National Bank of Pitts- 
burgh, Pa., has announced the ad- 
vancement of John E. Wilson from 
assistant vice president and comp- 
troller to vice president. 


Blue Book Correction, 
Blount National, Maryville, Tenn. 


In the First 1938 Edition of Rand 
M®¢Nally Bankers Directory, a typo- 
graphical error was made in the 
statement of the Blount National 
Bank of Maryville, Tenn., the first 
number in several of the figures be- 
ing omitted. This statement should 
properly read: 


ee ne ree $50,000 
CNN o tcewaveciadeeennaes 23,000 
Undivided profits and 

WII hick Charidkeate der 19,000 
RII awd ck dda cieadoreeet 658,000 
EM i Stews wacadwunbands 750,000 
Cash, exchange, and due 

SIGUE TOES oo ac ke ccccwes 294,000 
U. S. Governments ........ 25,000 
Other securities .......... 134,000 


Loans & Discounts......... 237,000 
Other resources 60,000 

It is interesting to note that this 
institution’s deposits, as listed, in 
the above statement, are over five 
times the deposits ($127,405) listed 
on its statement of December 31, 
1934—and even that latter amount 
was noteworthy, in that the bank 
had only been open for business two 
and a half months. 


eee eee eens 


30 Years With California Bank 
Thirty years ago, T. E. Ivey, vice 
president of California Bank of Los 
Angeles, entered the service of that 
institution’s predecessor, the Ameri- 
can Savings Bank, as a messenger 
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To be a 
Success 


in your work, you must 
know the fundamental 
principles of banking—the 
short cuts to efficiency and 
the profitable way to do 
your job. 


We can help you to help 
yourself if you will read 
and study (if necessary) 
only 3 books on banking, 
all written by successful 
bank men. 


BANK COST CONTROL 


By Benj. E. Young, V. P. 
National Bank of Detroit 


BANK LOAN 
MANAGEMENT 


By H. Stronck and J. Eigelberner, 
Bank Management Experts 


ADVERTISING 
FOR BANKS 
By Don Knowlton—formerly with 
Cleveland Trust Co., now Ad 
Agency—Hill & Knowlton 


While they last—only $2 each, 
or $5 for the three books. Take 
advantage of these invalua- 
ble aids to your progress. 


SS this coupon 


on a penny postcard j= —— -—— —— — 


RAND M°NALLY & COMPANY 
536 South Clark Street, Chicago 


Send me the Blue Book Library on 5 
day approval plan. If I like them I will 
send you $5—the special price for the 
3—or $2 each for any one or twoI keep. 
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boy. His record of service and his 
advancement in his organization 
since 1908 constitutes a story upon 
which other messenger boys might 
model their own ambitions. 

When he was twenty years of age, 
Mr. Ivey was manager (and only 
employee) of one of the bank’s first 
branches. In 1912, he became as- 
sistant cashier and superintendent of 





branches. Following service with 
the Air Force during the World War, 
Mr. Ivey returned to the California 
Bank, and in 1923 was promoted to 
cashier. Two years later, he ad- 
vanced to his present position of 
vice president. 

Mr. Ivey is, in addition, a director 
of the bank, also of California Trust 
Co., and of Group Corp. 





1938 Convention Calendar 


National 


A.B.A.—Nov. 14-17—Houston, Tex. 
(Rice Hotel) 

A.I.B.—June 6-10—Louisville, Ky. 
(Brown Hotel) 

Assn. of Bank Women—Nov. 14-17 
—Houston, Tex. 

F.A.A.—Oct. 31-Nov. 3.—Fort 
Worth, Tex. 

Nat’l Assn. Mutual Savings Banks— 
May 4-6—New York City (Wal- 
dorf-Astoria Hotel) 

Nat’l Safe Deposit Ass’n.—Advisory 
Council—May 12-14—Philadel- 
phia, Penna. (Bellevue-Stratford 
Hotel) 


State 


ALABAMA—May 12-13—Mobile 
ARKANSAS—May 25-27—Hot 
Springs (Arlington Hotel) 
ARIZONA—June 3-4—Joint meet- 
ing with New Mexico at Gallup 
ARKANSAS—Junior Bankers Sec- 
tion Educational Conference— 
May 30—Little Rock 
CALIFORNIA—May 25-27—San 
Francisco (Hotel Del Monte) 
COLORADO—June 17-19—Colo- 
rado Springs. (Broadmoor Hotel) 
CONNECTICUT—June 8—Bridge- 
port (Brooklawn Country Club) 
DELAWARE—Sept. 8—Rehoboth 
DISTRICT OF COLUMBIA—June 
9-11—Hot Springs, Va. (The 
Homestead) 
ILLINOIS—May 23-24—Springfield 
(Abraham Lincoln Hotel) 
INDIANA—May 25-26—French 
Lick (French Lick Springs Hotel) 
IOWA—June 6-8—Des Moines (Ft. 
Des Moines Hotel) 
KANSAS—May 12-13—Hutchinson 
KENTUCKY—Sept. 13-15—Lexing- 
ton (Lafayette Hotel) 
LOUISIANA—May 10-11—New 
Orleans (Jung Hotel) 
MAINE—June 17-19— Poland 
(Poland Spring House) 
MARYLAND—May 28-June 2— 
Bermuda Cruise (S. S. Reliance) 
MASSACHUSETTS — June 9-11— 
Swampscott 


MICHIGAN—July 22-24—Grand 
Rapids 

MINNESOTA—June 23-25—Minne- 
apolis (Nicollet Hotel) 

MISSISSIPPI— May 10-11— Joint 
meeting with Louisiana in New 

Orleans 

MISSOURI — May 9-11— Excelsior 
Springs (Elms Hotel) 

MONTANA—June 16-18—Helena. 

NEW HAMPSHIRE—in May—Man- 
chester 

NEW JERSEY—May 12-14—Atlan- 
tic City (Ambassador Hotel) 

NEW JERSEY Savings Banks Assn. 
—May 18—Montclair (Montclair 
Golf Club) 

NEW MEXICO, ARIZONA (Joint 
meeting)—June 3-4—Gallup (El 
Rancho Hotel) 

NEW YORK—June 25-27—Upper 
Saranac (Saranac Inn) 

NORTH CAROLINA—June 19-26— 
Nassau and Havana Cruise (S. S. 
Reliance) 

NORTH DAKOTA—June 10-11— 
Valley City 

OHIO—May 26-27—Dayton 

OKLAHOMA—May 5-6—Tulsa 

OREGON—June, Ist or 2nd week— 
Corvalis 

PENNSYLVANIA—May 18-20— 
Philadelphia (Bellevue-Stratford 
Hotel) 

RHODE ISLAND—June 15—Prov- 
idence 

SOUTH CAROLINA—May 26-27— 
Myrtle Beach 

SOUTH DAKOTA—June 2-3— 
Huron 

TEXAS—May 17-19—Ft. Worth 

UTAH—June 3-4—Salt Lake City 

VERMONT — June 10-11— Wood- 
stock 

VIRGINIA — June 16-18 — Hot 
Springs (The Homestead) 

WASHINGTON—June 9-10— 
Seattle (Olympic Hotel) 

WEST VIRGINIA—June 23-25— 
White Sulphur Spgs. (The Green- 
brier) 

WISCONSIN—June 8-9—Milwau- 
kee (Hotel Pfister) 


BANKERS MONTHLY 


eyez 


=. RRR RR 


Le PT TE ET I EE LITT ATT NT TI NLT AT TT TTR 
ET ELS SOT - -— 


Vok 


It 
gro’ 
hop 
reti 
it s 
The 


des: 
deb 
had 


lect 
ear] 
whi 
red’ 
tha’ 
the 
nob 


was 
the 
alo! 
pla! 
tary 
apr 
red 
mo! 








Fifty Years Ago In 





Volume 6 


Remarks On The Surplus 


It will be seen that the surplus 
grows apace. There is at last some 
hope that a portion of it will be 
returned to the people from whom 
it should never have been taken. 
The only possible excuse for this 
dangerous accumulation would be a 
desire to reduce the interest-bearing 
debt, but the Forty-Ninth Congress 
had no such object in view. 

That unfinancial body simply neg- 
lected to do their duty. They had an 
early session and plenty of time in 
which to frame a measure for the 
reduction of taxes. They knew well 
that this surplus and contraction of 
the currency was certain, and that 
nobody wanted the debt reduced by 
taking it up at a premium before it 
was due; but having resolved to let 
the reduction-of-taxes question 
alone, they should have made it 
plain beyond doubt that the Secre- 
tary of the Treasury should go on 
applying the surplus funds to the 
reduction of the debt, and so put the 
money into the channels of trade. 


Mr. Carnegie And Labor 


Unless all signs of the time are 
deceptive, the worst of the railroad 
strike is over, and the fear of a 
general disturbance of transporta- 
tion may be dismissed. The croakers 
who saw such ominous portends of 
evil in the heavens, would do well 
to take a more cheerful view of the 
situation. The fact is that this coun- 
try has no good reason to apprehend 
a paralyzing antagonism between 
any branch of capital and labor. 

But important as is this strike 
of the engineers and switchmen, the 
situation at the Edgar Thomson steel 
works, Braddock, Penn., may prove 
still more important. The statement 
made by Mr. Andrew Carnegie 
throws an interesting light all along 
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the line of labor. He says that his 
firm has spent no less than $500,000 
in trying to introduce the eight-hour 
system into the iron manufacturing 
business, without success. Business 
is now so bad that it had become 
necessary to work the men twelve 
hours, as all his competitors do. 

The fact is that a broad distinction 
must be made between the labor 
which is manual and that which is 
mechanical. For example, the painter 
or plasterer who is employed in 
house building can work eight, ten 
or twelve hours, as he and his em- 
ployer may agree upon, without 
extra expense to the building inter- 
est beyond the extra cost, if any, of 
his own labor; but wheh it comes to 
a workman in an establishment 
which involves a great outlay for 
machinery and expense for power, 
the situation is altogether different. 

In a rolling-mill the pay-roll is a 
minor part of the expense. The in- 
terest on the cost of the plant is 
enormous. To let that machinery 
lay idle for four extra hours each 
workday is to increase, sensibly, the 
cost of production. Even if the men 
would submit to a reduction of one- 
fourth in their wages, the change 
from twelve to eight hours would be 
enormously expensive. The advo- 
cates of short hours for work do not 
seem to take into account this factor 
in the problem. 

Mr. Carnegie offers his men work 
on the profit-sharing plan, which 
they thus far refuse to accept. This 
cannot be explained upon any 
rational basis. If the workmen really 
think they are not getting their 
share of the profits of their labor, 
they should make haste to avail 
themselves of this opportunity to 
become virtual partners in the great 
works. If they do not, their plaints 
about not getting fairly paid will 
cease to be worthy of consideration. 
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TRADITIONALLY 
A BANKERS’ BANK 


Tue Cuast Nationat Bank 18 traditionally a 


bankers’ bank. 


From inception, one of its guiding policies has been 
the development of correspondent banking rela- 
tions. For years it has served thousands of the 


country’s leading banks. 


The Chase is outstanding because of 


—the efhcient way in which it handles the routine 


daily transactions of its correspondents. 


the friendly cooperative spirit of its official staff 


and its knowledge of credit, business and financial 


conditions in every section of the country. 


—its value in many matters where its size, prestige 


and connections are important to correspondents. 


THE 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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Changes since Rand M¢Nally Bankers Directory, First 1938 Edition. 


Banks not previously reported indicated by a * 


NEW AND REOPENED INSTITUTIONS 
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BANKS REPORTED DISCONTINUED 


Through Liquidation......... CO RTE EE 


Through Merger or Consolidation 


Through Absorption, etc................. 
Thou CONVETMON. .. 6. cece ccc cece 


Total discontinued.......... 


Through Liquidation 
Through Merger or Consolidation 


Total Discontinued.................°. 
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ARKANSAS 

Hartford 
Citisens State Bank. ....csccess 81-643 
(Placed in hands of Bank Commis- 


sion for liquidation, March 2, 1938) 


Hartford 

*Farmers Bank, Tellers Window of 
PUPOOG,. sx ccccecnesegceeareeesceons 
(Geo. A. Henry, in charge. Opened 
March 15, 1938) 

Marion 

wee GeO TAM. 66 ck wndd cca 81-742 


(Capital $30,000. P. A. Barton, Presi- 
dent, J. F. Fogleman, Cashier. Opened 
March 22, 1938) 
McRae 

Peoples Banking Exchange (Coopera- 
Se MED bi eae takers geek donseasunes 
(Capital $500. H. F. Hammack, Presi- 
dent, G. M. Bennett, Cashier. Opened 
February 9, 1938) 


CALIFORNIA 


Campbell 

American Trust Company, Campbell 
DL. ctccnbneneacedauead éeuae 90-562 
(Discontinued February 19, 1938 and 
business consolidated with their San 
Jose Office) 

Larkspur 

*American Trust Company, Larkspur 
Branch of San Francisco...... 90-1045 
(Discontinued March 5, 1938 and busi- 
hess combined with San Anselmo 
Office) 

San Francisco 

Bank of America National Trust & 


Savings Assn., Arguello-Geary Branch 
Ee LUT TL UTETT TREO CECT TT Cee TT 11-188 
(Joseph Dito, Manager. Opened Febru- 
ary 14, 1938) 


COLORADO 
Julesburg 
*The First National Bank....... 82-136 
(Capital $50,000, Surplus and Profits 


$20,348. C. F. Parker, President, W. R. 
McKinstry, Cashier. Merger of First 
National Bank, Sedgwick and The 
First National Bank, Julesburg, effec- 
tive February 19, 1938) 

Sedgwick 

*First National Bank........... 82-295 
(Merged with First National 
Julesburg, February 19, 1938) 


GEORGIA 
Atlanta 
*The Northwest Atlanta Bank....64-23 
(Capital $75,000, Surplus and Profits 
$25,000. Cc. B. Whittaker, President, 
. C. Owens, Cashier. To open about 
May 1, 1938) 


May, 1938 


Cuthbert 
COCO. TR cack cudccndéaccencs 64-1141 
(Capital $25,000, Surplus $5,000. P. M. 
Reid, President, W. E. Coney, Cashier. 
Opened March 1, 1938. Succeeded Reid 
Banking Company (Private) 

Cuthbert 
Reid Banking Company (Private) seaee 
0sgedateeseveckeawasenawedeanes 64-1141 
(Obtained state charter and opened 
for business as a state bank, March l, 
1938, under title of Citizens Bank) 

Lumber City 
Mixon Banking Company (Private)... 
Ltt hee Aen nekeann acne «.-64-1159 
(Closed February 17, 1938) 

Lumber City 

Mixon Banking Company (Private)... 

64-1159 
(E. A. Mixon, Cashier. Closed February 
17, 1938, and reopened February 25, 
1938) 

Sycamore 

PHpemanee WOME. <.ccccesssccecs 64-962 
(Voluntary liquidation March 16, 1938) 

Tallapoosa 


SCitinemS BORE. ..ccccvccccescss 64-1170 
(Voluntary liquidation March 14, 1938) 
IDAHO 
Rexburg 
*Rexburg State Bank............ 92-72 


(Reorganized as Rexburg State Bank, 


Inc., on January 13, 1938) 

Rexburg 

*Rexburg State Bank, Inc......... 92-72 
(Capital $50,000, Surplus and Profits 


$12,776. J. E. Cosgriff, President, H. N. 
Wright, Cashier. Charter issued 
January 13, 1938. Reorganization of 
Rexburg State Bank) 


ILLINOIS 
Leonore 
*State Bank Leonore...........- 70-1414 
(Entered liquidation March 22, 1938) 
Seymour 
*Seymour State Bank.......... 70-1578 
(Began liquidation February 26, 1938) 
INDIANA 
Borden 
*Borden State Bank............. 71-686 


(In liquidation March 18, 1938) 
Huntington 

The “— National Bank in Hunting- 
OE. anveececcuawe 
(Capital: *‘Gommon $100,000, Preferred 
$35,000, Surplus and Profits $158,000. 
m Wygant, President, E. V. Fitch, 
Cashier. Opened February 19, 1938. 
Conversion of First State Bank) 


Huntington 
First State Bank....... . 71-189 


ee eeeee 


(Converted to The First National Bank 

in Huntington, February 19, 1938) 
Wolcottville 

Farmers State Bank, Branch of La- 


MTOM 4066068 Kaas neqeccnueses 71-1301 
(Chas. L. Cottrill, Manager. Opened 
March 1, 1938) 
IOWA 

Churdan 

*First National Bank............ 72-827 
(Converted to First State Bank April 
1, 1938) 

Churdan . 
CPivet State Week... cccccscccedc 72-827 
(Capital $25,000, Surplus and Profits 
$16,000. D. E. Whitney, President, 
Yates E. Allen, Cashier.- Conversion of 


First National Bank, April 1, 1938) 

Des Moines 

*Home Savings Bank............. 33-13 
(Deposits assumed by Capital 
State Bank, March 5, 1938) 

West Des Moines 
First National Bank............ 72-336 
(Formerly First National Bank, Valley 
Junction. Change in name of city only) 

West Des Moines 

*The First National Bank of Valley 
SUMORREEE 0 0k he ck dcccececscucacus 72-336 
(Changed title to First National Bank 
of West Des Moines, West Des Moines, 
March 7, 1938, to correspond to change 
in name of Valley Junction to West 
Des Moines) 

West Des Moines 

*First National Bank of West Des 
BROCE cca ccnsaccancssucecoudun 2-336 
ae 000, Surplus and Profits 
$17,000. R. Wessling, President, 
H. M. Jaaanien Cashier. Change in title 
of The First National Bank of Valley 
Junction, West Des Moines. Change in 
title made to correspond to change in 
name of Valley Junction to West Des 
Moines. Effective March 7, 1938) 

West Des Moines 
Valley Junction Savings Bank. ..72-335 
(Formerly Valley Junction Savings 
Bank, Valley Junction. Change in 
name of city only) 

Yetter 

*Lytton Savings Bank, Office of Lytton 
(Office certificate cancelled March 5, 
1938) 


KENTUCKY 


Louisville 

*Louisville Title Insurance Company. . 
(Change in title of Title Insurance & 
aa Company, effective March 18, 
1938) 
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Louisville 

*Title Insurance & Trust Company. 
(Changed title to Louisville Title 
Insurance Company, March 18, 1938) 

Stanford 

*First National Bank in Stanford. 73-236 
(Succeeded by Stanford State Bank, 
April 1, 1938) 

Stanford 

*Stanford State Bank 
(Capital $25,000. J. B. Foster, 

dent, Wm. McGough, Cashier. 

April 1, 1938. Succeeded First National 
Bank in Stanford) 


MARYLAND 
Denton 
*Farmers & Merchants State Bank. 
65-258 
(Voluntary liquidation March 19, 1938) 


MICHIGAN 
Bay Port 


Bay Port Bank of W. H. Wallace & 
Company (Private) 74-568 
Succeeded by Bay Port State Bank, 
March 3, 1938) 

Bay Port 

Bay Port State Bank 
(Capital $30,000. J. H. Fahrner, Presi- 
dent, W. R. McIntyre, Cashier. Opened 
March 3, 1938. Succeeded Bay Port 
Bank of W. H. Wallace & Company 
(Private) 

Hudson 

Hudson State Bank - 
(Changed title to Hudson State Sav- 
ings Bank, February 9, 1938) 

Hudson 
Hudson State Savings Bank 74-341 
(Capital $100,000, Surplus and Profits 
$77,000. B. J. Foster, President, V. W. 
Fisher, Cashier. Change in title of 
Hudson State Bank. Effective Febru- 
ary 9, 1938) 

Mecosta 

*Citizens State Bank, Mecosta Branch 
of Big Rapids 74-734 
(Glenn C. Miller, Opened 
April 1, 1938) 

Mecosta 

*Mecosta County State Bank 74-734 
(Consolidated with Citizens State 
Bank, Big Rapids, April 1, 1938, which 
bank now operates a branch in 
Mecosta) 

Waldron 

*Hudson State Bank, Branch of se 

74-876 

(Changed title to Hudson State Sav- 
ings Bank, Branch of Hudson, Febru- 
ary 9, 1938) 

Waldron 

*Hudson State Savings Bank, Branch 
of Hudson 
(Change in title of Hudson State Bank, 
erase) of Hudson, effective February 


Manager. 


MINNESOTA 
Stanton 
*State Bank of Stanton, Inc 75-1282 
(Entered liquidation March 1, 1938) 


MISSOURI 
Reeds Spring 
*Shepherd of the Hills Bank... 
(Closed March 15, 1938) 
St. Louis 
*St. Louis Real Estate Trust Company 


- 80-1616 


(Voluntary dissolution March 8, 1938) 


NEBRASKA 

Steele City 

*Farmers State Bank -87 
(Purchased by First National Bank, 
Fairbury, March 12, 1938) 

Surprise 
State Bank of Surprise 
(Taken over by Department of Bank- 
ing, February 28, 1938) 


NEW YORK 
Floral Park 


*Floral Park Bank 5 
(Changed title to Floral Park Bank 
& Trust Company, March 8, 1938) 
Floral Park 
*Floral Park Bank and Trust Company 
0 


(John F. Klein, President, 4 
Van Nostrand. Cashier. Change in title 
isn Park Bank, effective March 


NORTH CAROLINA 
Weaversville 
*Bank of Black Mountain, Tellers Win- 
dow of Black Mountain 
(A. D. Closson, Teller. Opened March 
15, 1938) 


NORTH DAKOTA 


Colfax 
*First State Bank 
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(Closed by Board of Directors as of 
close of business April 9, 1938) 

Fredonia 

*First State Bank 
(Moved and changed title to Kulm 
State Bank, Kulm, March 15, 1938) 

Fredonia 

*Kulm State Bank, Paying & Receiv- 
ing Station of Kulm 
(Opened March, 1938) 

Hoople 
Walsh County State Bank, Paying & 
Receiving Station of Grafton 
(Victor Johnstone, Manager, 
March 1, 1938) 

Kulm 

*First State Bank 
(Closed March 14, 1938) 

Kulm 

*Kulm State Bank 
(Capital $15,000, Surplus and Profits 
$15,810. Wm. Pruetz, President, Wm. 
Jans, Cashier. Change in title and 
location of First State Bank, Fredonia, 
effective March 15, 1938) 


OHIO 


Parma (Br. of Cleveland) 

*Cleveland Trust Company, Pearl-Ridge 
Office of Cleveland, 5426 Pearl Road.. 
(A. L. Killius, Manager. Opened April 
4, 1938) 


Opened 


77-169 


OKLAHOMA 


Tulsa 

*Bank of Red Fork 
(Changed title to Peoples State Bank, 
February 7, 1938) 

Tulsa 

*Peoples State Bank 
(Capital: Common _ $10,000, 
$15,000, Surplus $2,000. W. H. Walker, 
President, M. I. Walker, Cashier. 
Change in title of Bank of Red Fork, 
effective February 7, 1938) 


PENNSYLVANIA 


Preferred 


Republic 

*First Foreign Exchange Bank, Private 
Bank 
(Voluntarily discontinued 
December 9, 1937) 


business 


SOUTH DAKOTA 

Hayti 

*Community State Bank 55 
(Capital $20,000, Capital Notes $10,- 
000, Surplus and Profits $2,000. A. 
Melham, President, Geo. J. Keller, 
Cashier. Change in title and location 
of First State Bank, Hazel, effective 
March 1, 1938) 

Hazel 

*Community State Bank, Branch Office 
of Hayti 
(Cc. E. Pester, Manager, Opened March 
1, 1938) 

Hazel 

*First State Bank 
(Moved and changed title to Commun- 
ity State Bank, Hayti, March 1, 1938) 

Milbank 

*Dakota State Bank 
(Capital $25,000, Profits : 000. = L 
Plouf, President, F. F. Phillippi, 
Cashier. Opened April 1, 1938) 


TENNESSEE 
Lynnville 
*The Union Bank, Tellers Window of 
Pulaski 
(Julian Smith, in charge. Opened Jan- 
uary 12, 1938) 


VIRGINIA 

Nassawadox 

*Bank of Northampton, A Branch of 
The Eastville Bank, Eastville. .68-402 
Cw. Roberts, Cashier. Opened 

March 5, 1938) 

Nassawadox 

*Bank of Northampton, Inc -402 
(Taken over by The Eastville Bank, 
Eastville, March 5, 1938, which bank 
now operates a branch at Nassawa- 
dox) 

Norfolk 

*Merchants & Mechanics Savings Bank 


(Deposit liability taken over and 
assumed by Seaboard Citizens National 
Bank, March 26, 1938) 


WASHINGTON 
Thornton 


*Comegys, Hanford & Miller ae. $i8 

-31 
(Voluntary liquidation. Transferred 
assets and liabilities to Commercial 
State Bank, Oakesdale, March 14, 1938) 


WISCONSIN 
Dodge 
*First State Bank 


*Absorbed by State Bank of Arcadia, 
Arcadia, March 1, 1938, which bank 


now operates a Paying & Receiving 
Station at Dodge) 

Dodge : 
*State Bank of Arcadia, Paying & Re.- 
ceiving Station of Arcadia ‘ 
(George F. Toshner, Manager. Opened 
March 2, 1938) 

Milwaukee 
*Badger State Bank 2-5 
(Taken over by First Wisconsin Na- 
tional Bank, March 19, 1938 and 
operated as their Badger Office) 

Milwaukee 
*First Wisconsin National Bank, Badger 
Office, 2102 W. Fond du Lac.... 
(Opened March 19, 1938) 

Patch Grove 
Bloomington State Bank, Paying & © 
Receiving Station of Bloomington.... 
(Closed March 1, 1938) 

Readstown 
Farmers State Bank, Paying & Re- 
ceiving Station of Viola 
(Mabel Danielson, Manager. 
February 21, 1938) 


eee 


Opened 


New Banks Reported In 
Process Of Organization 
tIndicates Press Report 
CALIFORNIA 
Oakland 
+*The San Francisco Bank, 
San Francisco. 


FLORIDA 


Branch of 


Miami 
*Gables Trust Company. 
(Capital $102,000, Surplus $50,000) 


ILLINOIS 
McLeansboro 
+*First State Bank. 
(To open about May 1, 1938) 


KENTUCKY 
Lexington 
*The Central Exchange Bank. 
(Capital $70,000. H. W. Moores, Presi- 
dent, W. D. Thompson, Cashier) 
Lexington 
+*Southern Industrial Bank. 
(Capital $70,000. H. W. 
J. H. Alexander, 


Moores and 
Incorporators) 


MINNESOTA 
Hibbing 
+*Northwest Cooperative State Bank. 
(Capital $50,000, Surplus $10,000. C. A. 
Nickoloff, correspondent) 


NEW JERSEY 
Atlantic City 
7Guarantee Bank 
(Capital $500,000. 
pondent) 


& Trust Company. 
E. C. Bell, 


NORTH DAKOTA 
Edinburg 
*Citizens State Bank, Paying & 
ceiving Station of Lankin. 


OREGON 


Re- 


Freewater 

+*Bank of Commerce 
(Capital $25,000, Surplus $5,000. 
(J. S. Johns and Frederick Stevens, 
incorporators) 


SOUTH DAKOTA 
Midland 
+*Okaton State Bank, Office of Okaton. 
Milbank 
tDakota State Bank. 
(Capital $25,000. R. L. Plouf, 
dent, F. F. Phillippi, Cashier) 


TENNESSEE 


Presi- 


Englewood 
¢Cantrell Banking Company, Branch of 
Etowah 


WISCONSIN 
Antigo 
+Peoples’ Bank. 
(Capital $75,000. 
correspondent) 


F DI C Changes 
Since First 1938 Rand McNally 
Bankers Directory 


IOWA 
Rolfe—Rolfe State Bank 


MINNESOTA 
Wabasso—Wabasso State Bank 


Dr. C. E. Zellmer, 


OKLAHOMA 


Tulsa—Bank of Red Fork 
Tulsa—Peoples State Bank 


BANKERS MONTHLY 





corres- | 


MR. KELLER, official of one of the most important banks in the 
Northwest, writes as follows: 


“It is the policy of this bank to install the very best and most 
modern equipment for the benefit of our customers and ourselves. 

“In June, 1929, after a review of savings bank equipment, we 
purchased five National Window Posting Machines which enabled 
us to give our savings depositors speedy, convenient and accurate 
service, and at the same time provided us with protection and control 
over the transactions at the time they occur. These machines were 
installed at our Head Office, and when our Sixth and Morrison Street 
Department Branch was acquired in 1933 they were immediately installed in the 
Savings Department there. 


af 
instalment Loan 


General Ledger and ‘ e.° . 
Bank and Bankers‘ “In 1934 we installed your National Typewriting-Bookkeeping 


: yeaaas Machine on our Trust Accounts and later purchased another machine 

- =~ & of the same type for our General Ledger and Country Bank Ledgers. 

es In 1937, after careful investigation, we installed fourteen of your 

es bookkeeping machines at our Head Office and five at our Sixth and 
Morrison Street Branch. 


“At the present time we are using your machines on our General 
and Country Bank Ledgers and in the Savings, Commercial, Instal- 
ment Credit Loan, and Trust Departments and have found that this 
equipment in each instance has rendered satisfactory service in all 
respects.” 


Mr. Keller’s letter gives a complete description of the scope and 
capabilities of National Machines. You can easily arrange for a 
demonstration by phoning our local representative. Or, for further 
information, write us direct. 





ae 
Commercial Department 


Trust Department Savings ’ 
wW Li» Department 


nf 


peer ELE 


lights, m 


detail, even ¢ 
packaged a 
This mean 
bility—for every 


_and it is OF 
For architect, 


and expense -- 
Ww construction. 
Unit Kitchen 
and Electric Sin 
ric Dispos@ 


want.- 


single transact 
it saves time, 
ments and hom 


Complete G 
Refrigerator, 
Electric Dish 
world-fam' 
cost G-E 


Specialty 


UNIT KITCHENS are com 
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General Electric Kitchens are 
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